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Highlights 


1981 1980 1979 


Earnings (loss) for the year 


before extraordinary item..... $ (3,902,000) $ 71,422,000 $ 110,561,000 

= DEN SHANE}, \oieekes Ral keane (0.78) 13.04 21.01 
Earnings (loss) for the year ...... (9,024,000) 109,122,000 130,561,000 

—Der'Shareraclhs tue wt (1.81) 20.61 25.03 
Dividends per share.......... 1.50 3.50 3.00 
Working capital............. 473,170,000 362,119,000 380,883,000 
Long-term debt (and preference 

snares:in 1079) vd 465,386,000 285,801,000 362,170,000 


The weakness in international metal markets that began to 
appear in the spring of 1980 continued for the balance of 
that year and throughout 1981. As a consequence Falcon- 
bridge Nickel Mines Limited has experienced a very diffi- 
cult period, recording a consolidated loss in the past year of 
$9,024,000 or $1.81 per common share. Included in the loss 
was an extraordinary charge of $5,122,000 or $1.03 per 
common share resulting from the write-off by United Keno 
Hill Mines Limited of its Venus Mine project costs. Due to 
depressed metal prices and increased operating expenses, 
United Keno now considers these costs to be unrecoverable. 
Because of the substantial decline in consolidated results, no 
dividend was paid for the fourth quarter of 1981. 

In 1980 consolidated earnings were $109,122,000 or $20.61 
per common share, after providing for preference share 
dividends. These earnings included an extraordinary credit 
of $37,700,000 or $7.57 per common share resulting from the 
acceptance of a public offer by The Superior Oil Company 
to purchase all of the capital stock of Canadian Superior Oil 
Ltd. 

The loss in 1981 was due primarily to weak market demand 
and lower nickel, copper and cobalt prices — reflecting the 
downturn in the business cycle in Europe and North Amer- 
ica — and to higher operating costs. Depressed prices also 
extended to other metals produced by the Company and its 
subsidiaries, such as gold, silver and the platinum group 
metals. The world economy is not expected to show signifi- 
cant improvement before the second half of 1982. Until. that 
improvement occurs, market demand for nickel and prices 
for the Company’s products will likely remain weak. 


During 1982 the Company plans to reduce its exploration 
and development expenditures, as well as capital and operat- 
ing costs, in order to maintain an adequate cash balance. To 
maintain liquidity, the Company borrowed $171,403,000 from 
a Canadian chartered bank during November. These mea- 
sures should place Falconbridge in an advantageous position 
to overcome the problems arising from present economic 
conditions. 


In January, 1982, Falconbridge Dominicana, C. por A. 
announced the temporary suspension of production opera- 
tions in the Dominican Republic, until there is an 
improvement in world prices of, and demand for, ferronick- 
el. Product inventory is adequate to meet current market 
demand. This temporary cessation of operations will reduce 
the amount of supplementary financing the Company is 
required to make to Falconbridge Dominicana in accordance 
with financing agreements. 


There were several positive developments during the past 
year. Even though nickel consumption in the non- 
Communist world was about 4 per cent lower than in 1980, 
Falconbridge’s sales volume of nickel and ferronickel in all 
forms was 16 per cent higher. Other favourable features were 
the official opening of the Fraser Mine at the Sudbury 
Operations in September; the commencement of mine pro- 
duction, on schedule and within budget, by Kiena Gold 


Mines Limited in Dubuisson Township, Quebec; encourag- 
ing results from the diamond drilling program undertaken 
by Corporation Falconbridge Copper at its Ansil property in 
northwestern Quebec; and the start of underground explora- 
tion at the Lac Shortt gold deposit in Gand Township, 
Quebec. 

The Company has reaffirmed its commitment to reduce 
emissions that contribute to environmental problems. Tech- 
nology developed and implemented by the Company enables 
the Sudbury Operations to contain 82 per cent of the 
sulphur in the ore treated. Continuing efforts are being 
made to effect further improvements. 

A more detailed presentation of the operations and finan- 
cial results of the Company and its major subsidiary and 
associated companies appears elsewhere in this report. 

At December 31, 1981, there were 5,542 shareholders of 
whom 3,996 were of Canadian registry holding 4,370,788 
common shares. This represents 88 per cent of the 5,024,755 
common shares outstanding after deducting 45,483 shares 
held by subsidiaries. At the end of 1980 there were 5,908 
shareholders of whom 4,230 were of Canadian registry hold- 
ing 4,009,743 common shares and representing 80 per cent 
ownership. 

Several organizational changes took effect during the past 
year. Mr. H. R. Hirsch and Mr. J. E. Reid resigned as 
directors of the Company. Mr. H. T. Berry, President and 
Chief Executive Officer, was elected Chairman of the Board 
of the Company on September 14, 1981. On the same day 
Mr. F. C. Ackman was elected a director of the Company and 
was subsequently appointed Chairman of the Executive 
Committee. Mr. L. G. Bonar was appointed Vice-President 
Marketing and Sales; Mr. M. O. Pearce was appointed 
Assistant Vice-President Marketing; Mr. J. M. Donovan, 
formerly Controller of the Company, was appointed Vice- 
President Finance; Mr. J. F. Gillies was appointed Control- 
ler; Mr. E. L. Shiller was appointed Director Public Affairs; 
Mr. P. D. Barber was appointed Director Human Resources; 
and Mr. R. G. Smith was appointed Director Corporate 
Planning. Early in 1982, Mr. Michael Walker was appointed 
Vice-President Sales, and Mr. T. J. Desanti was appointed 
Assistant Vice-President Commodity Marketing. 

The directors of the Company express their sincere thanks 
for the fine performance of management and employees at 
all locations. Despite the past year’s unsettled economic 
climate, commendable progress was made on several pro- 
jects important to the Company’s long-term future. The 
continuing support of shareholders, customers, contractors 
and suppliers is also gratefully acknowledged. 


On behalf of the Board of Directors: 


H. T. BERRY, 
Chairman of the Board, 
President and Chief Executive Officer. 


Toronto, Ontario. 
February 25, 1982. 
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: Falconbridge products include 
_ eight forms of nickel as well as copper, 
cobalt, silver, gold and platinum” 
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Review of Operations 


Integrated Nickel Operations .................. 7 
Operating Results eee eee 7 
Sudbury Operations (Mining & Reduction)......... ti 
Falconbridge Nikkelverk Aktieselskap (Refinery).... 9 
Marketing and salesiargem as eraeeteme ete SiMe eta wares 9 
Corporate Operations =. 227 7 ee re 11 
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Mining Research®, ga.% 2.0 4- cred see eee ee 12 
Metallurgical Research “22.2: .. emer oe ee ere 12 
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THE GEOGRAPHICAL LOCATION OF 
PROPERTY, PLANT AND EQUIPMENT 
AT DECEMBER 31, 1981 


Ontario 55% 
(1980-52 %) 


Dominican 
Republic 18% 
(1980-22%) 


Quebec 16% 
(1980-14%) 


Norway 8% 
(1980-9%) 


Other Canada 2% 
(1980-2%) 


Other 1% 
(1980-1%) 
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Review of Operations 


Subsidiary and Associated Companies 


* Corporation Falconbridge Copper (a)aee. ee: 15 
* New Quebec Raglan Mines Limited (a)............. 16 
*“Indusmin= Limited, (a) are eee ee eee 16 
Falconbridge Dominicana, C. por A. (a)............ 17, 
© Kiena Gold Mines Limited (a). ore ee 18 
Oamites Mining Company (Proprietary) Limited(a).... 18 
* Giant Yellowknife Mines Limited (b).............. 19 
* United Keno Hill Mines Limited (b)............... 20 
Blanket Mine(Private) Limited (c)e)..) 0021) eee 21 
Western Platnum: Limited, (c) 77> 250) re 21 


(a) Consolidated subsidiary. 
(b) Accounted for on an equity basis. 
(c) Accounted for on a cost basis. 


* These public companies are subject to corporate and securi- 
ties legislation of various jurisdictions. Their annual 
reports, from which this information has been extracted, are 
available for public inspection at the offices of the regulatory 
authorities which administer such legislation. 


CONSOLIDATED CAPITAL EXPENDITURES 
BY GEOGRAPHICAL AREA IN 1981 


Ontari0o64% __ 
(1980-56 %) 


Quebec 28% 
(1980-19%) 


Foreign7% 
(1980-24 %) 


Other Canada 1% 
(1980-1%) 


Integrated Nickel Operations 


The Integrated Nickel Operations include the Canadian 
Nickel Division, Sudbury, Ontario, the Refinery in Nor- 
way and the Company’s Marketing Group. 


Operating Results 

The Integrated Nickel Operations contributed a profit of 
$31,059,000 in 1981 compared with $57,372,000 in 1980. 
The decrease in earnings mainly reflected lower average 
metal selling prices, higher production costs, increased 


mine development expenses and depreciation, and higher 
corporate expenditures. These factors were partially offset 


by a more favourable exchange rate for the U.S. dollar 
and higher metal sales. 


Integrated Nickel Operations 
Year ended December 31 


Revenue fromimetalishiomentSeerceetemitne sce: etree ne 
Earnings before amortization and depreciation................... 
MCOMELANGUMININGWAXCS menemre sewer eee imetes cus cle Alatelces eee accn sc 
Earnings tonthe: VCalmemens rena asta ters, 6. cv cero cers Gee wag os 

=ADEIShare OlsmalCONONdGe sm carats aie wer cee kenle mee 


Sudbury Operations 

Operating Review 

Nickel production from Sudbury Operations during 1981 
was 62,728,000 pounds compared with 66,495,000 pounds 
in 1980. The lower production reflected adjustments 
during the second half of the year to bring production 
levels and sales into closer balance. Ore delivered to 
treatment plants from the Company’s seven mines in the 
Sudbury area totalled 3,042,000 tons compared with 
3,262,000 tons in 1980. The Falconbridge, East, Lockerby, 
Onaping, North and Strathcona Mines operated through- 
out the year. The Fraser Mine was officially opened in 
September. 

The operation of the two roaster-electric furnace 
smelting lines was adjusted to meet 1981 production 
requirements, with only one line operating during the 
vacation period in July and August. Research and devel- 
opment programs were continued in the smelter and in 
the Metallurgical Laboratories to assess alternative 
methods of reducing sulphur dioxide emissions beyond 
the present level. Some 13,000 tons of high-grade copper 
concentrate were produced for treatment and refining in 
Ontario. 

The number of employees at Sudbury Operations 
increased by 148 in 1981] to a total of 4,034 at year end. 
During the summer 299 students were employed for 
vacation relief. In order to limit the build-up of nickel 


1981 1980 A079 
alin ine ORM $367,360,000  $350,496,000 $348,973,000 
EA liye nteageem gs conan 62,781,000 84,531,000 81,719,000 
ss Sel chene e Ne 12,472,000 47,189,000 33,145,000 
ten eee, creer 31,059,000 57,372,000 62,213,000 
Het RENEE 6 SeNe 6.18 11.42 12.38 


inventory, the operations were shut down for 11 days 
during the Christmas season. 


Capital Program 

The development of the Fraser Mine was the major 

capital program in 1981, involving expenditures of 

$24,468,000 for preproduction and capital items. 
Expenditures on mines and plants for 1981, with com- 

parative figures for 1980, are set out in the table below: 


1981 1980 


Property, Plant and Equipment..... $22,710,000 $17,762,000 
Development and Preproduction .... 40,581,000 27,962,000 


$63,291,000 $45,724,000 


Falconbridge Nickel Mines Limited 


Ore Reserves Production of metals contained in matte at Sudbury 
The total tonnage of proven and probable reserves at the Operations: 
Company’s Sudbury Operations increased during the year. Production Lhe? Ener aga iis Coane Gan aeMnntG 76 
Only a minor change occurred in the tonnage of Nickel pounds...... 62728000 66495000 56122000 
contained nickel. Contained copper, however, increased Caen: : 55754 000 53,339,000 43.387 000 
significantly as a result of additional exploratory drilling Cobalt, pounds Tac ee 1,372,000 1,394,000 1,336,000 
of the new Strathcona copper zone. = SpE | REE eo, Bee en 
The figures in the table below include appropriate latina) Nickel Division AG. Slade 
allowances for mining dilution. Vice-President, Canadian Nickel Division J. E. Finlay 
General Manager, Sudbury Operations G. B. Reed 
Sudbury Ore Reserves (proven and probable) Manager, Human Resources and Public 
; Affairs R. J. Brailey 
At December 31 Tons of Contained Metal Average Grade % Manager, Maintenance and Services AAiirernaricn 
Tons of Ore Nickel Copper _Nickel_ Copper —_ Director, Geology M. E. Penstone 
1981 79,161,000 1,178,000 734,000 1.49 0.93 Manager, Mineral Processing F. Petkovich 
1980 78,649,000 1,180,000 613,000 1.50 0.78 Manager, Mines Justin Pryor 
1979 75,771,000 1,117,000 605,000 1.47 0.80 Manager, Administrative Services W. L. W. Taylor 


Labour Relations 

Collective agreements with the Office, Clerical and Tech- 
nical Workers’ Union and with the Canadian Guards 
Association will expire on March 1, 1982. The agreement 
with the Sudbury Mine, Mill and Smelter Workers’ Union 
will expire on August 21, 1982. 


Occupational Health and Safety 
The Joint Federal-Provincial Commission of Inquiry into 
Safety in Mines and Mining Plants in Ontario (The 
Burkett Commission) issued a comprehensive report con- 
taining 83 recommendations. The Company has been 
operating in accordance with the majority of those that 
are applicable. In a letter to Ontario’s Minister of Labour, 
the Company offered constructive criticism regarding a 
number of the Commission’s recommendations. Objec- 
tions were raised by Falconbridge to a proposal which 
advocated the abolition of individual production 
incentive plans, at least until an acceptable alternative 
is devised and agreed upon. 


Safety Performance 
The total medical aid accident frequency at Sudbury 
Operations in 1981 was reduced by 8 per cent from the 


1980 level; however, the compensable accident frequency 
increased by 8 per cent. 


Falconbridge Nikkelverk Aktieselskap 

The Refinery operated at 80 per cent of installed nickel 
refining capacity during 1981. Production of nickel 
declined and copper increased slightly from the previous 
year’s levels, while annual production of refined cobalt was 
the highest on record. This reflected treatment of custom 
cobalt-bearing materials received from sources other than 
Sudbury Operations and the start-up in June of a new 
solvent extraction plant for cobalt. 

On October 27, 1981, the matte leach plant used to 
produce granular and active nickel was damaged by fire. 
The remainder of the Refinery was not affected. Insurance 
is adequate to repair the damage and production is 
expected to resume in March, 1982. During the reconstruc- 
tion period customers are being supplied with granular 
and active nickel from inventory. 

The present labour agreement will expire on March 31, 
1982, and negotiations are under way on a new contract. 


Marketing and Sales 
The Falconbridge group of marketing and sales compa- 
nies includes Falconbridge U.S. Incorporated in Pitts- 
burgh; Falconbridge Europe S.A. in Brussels; and Falcon- 
bridge International Limited in Hamilton, Bermuda. Sales 
in Canada, South America and the Far East are handled 
through the Company’s Marketing and Sales Department 
in Toronto. Falconbridge products, which include eight 
forms of nickel as well as copper, cobalt, silver, gold and 
platinum, are marketed through this group. In addition, 
the group markets copper, lead and zinc concentrates, 
gold, silver, platinum group metals, iron ore and arsenic 
trioxide for subsidiary and associated companies. 
Company sales of metals from all sources were 
as follows: 


1981 1980 

(Pounds) 
Refined nickel (in all forms) ....... 65,629,000* 59,771,000* 
Ferronickel (in all forms)......... 43,776,000 34,567,000 
(CCIE 5c ceae toate one a eae ee 59,412,000* 57,352,000* 
UG Sli gop ne Men Or ae 2,272,000*  ~—-1,777,000* 


*Includes metal refined and sold as agent 


Sales of copper by subsidiary companies in 1981 amounted 
to 73,171,000 pounds, 16 per cent lower than the 86,971,000 
pounds sold in 1980. Sales of zinc in concentrate totalled 
7,591,000 pounds in 1981, 85 per cent below 1980 sales of 
50,984,000 pounds. The lower sales levels mainly reflected 
the closure of Corporation Falconbridge Copper’s Stur- 
geon Lake Mine in late 1980. 


Production of metals at the Refinery: 


Production 1981 1980 1979 
Nickel, pounds. ..... 81,466,000 81,843,000 67,652,000 
Copper, pounds..... 57,487,000 56,846,000 46,219,000 
(CO sell, WOWMES s 12550 3,184,000 2,811,000 2,102,000 
Management 

Managing Director Eivind Wigstol 

Director, Research and Development L. R. Hougen 

Technical Director E, O. Stensholt 

Director Personnel G. O. Auestad 

Manager, Office Administration W. Torjussen 

Controller O. Hushovd 


Metals Review 
Nickel 


Persistently high interest rates dampened the world econ- 
omy in 1981 and adversely affected all major end-use 
markets for nickel. As a result, non-Communist world 
consumption declined to about 1.1 billion pounds from 1.2 
billion pounds in 1980. This was the second consecutive 
year in which nickel consumption declined, a situation 
that has not occurred in more than thirty years. Sales 

by non-Communist world producers in 1981 were about 
1.02 billion pounds, or 6 per cent below the 1980 level. 
Most major non-Communist world producers exercised 
production restraint during 1981, endeavouring to keep 
deliveries and production in relative balance. Consequent- 
ly, non-Communist world production decreased by about 


oo ae 


: f ae a e @ & 
Falconbridge holds hundreds of patents, most for metallurgical and refining pro- 
cesses. The results are purer metals and new products, like these Nickel Crowns. 
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12 per cent to approximately 1.05 billion pounds. Nickel 
inventories of non-Communist world producers increased 
during 1981 by about 35 million pounds to approximately 
440 million pounds at year end. 

Nickel demand in the United States remained relatively 
strong through the first half of 1981. An abrupt drop 
occurred, however, during the third quarter as the United 
States economy slipped once more into a period of reces- 
sion. Stainless steel, the sector most severely affected, 
initiated production cutbacks as early as July. By year 
end, monthly stainless steel output was approximately 50 
per cent of installed capacity. Consumer nickel inventories, 
which had increased marginally during the first half of 
the year, were reduced through the latter months of 1981, 
reaching their lowest levels in more than ten years. 

The U.S. economy is not expected to recover until at 
least the second half of 1982; consequently, no marked 
improvement in the U.S. nickel market is expected before 
that time. 

In Europe, general economic conditions remained 
depressed throughout 1981, with adverse impact on nickel 
demand and producer deliveries. The steeper U.S. 
recession is expected to slow the European recovery, and 
no major improvement in European nickel markets is 
anticipated before the second half of 1982. 

Certain other countries of the Export Market — Japan, 
India, Brazil, South Africa, Australia, Korea, Taiwan and 
Hong Kong — now account for approximately 30 per cent 
of non-Communist world nickel consumption. Falcon- 
bridge has placed increased emphasis on the development 
of sales in these countries. 

Although the Japanese economy as a whole improved 
during 1981, the Japanese stainless steel industry was 
adversely affected by declining export markets. The econo- 
mies of Brazil, Taiwan and Korea, also highly export- 
oriented, were similarly affected. Strong domestic stainless 
steel demand in India, however, allowed mills in that 
country to operate at capacity throughout 1981. Markets in 
these countries are expected to improve during 1982 in 
line with the U.S. and European economies. 

Falconbridge sales of nickel and ferronickel in all forms, 
including nickel refined and sold as agent, totalled 
109,405,000 pounds in 1981, 16 per cent higher than the 
94,338,000 pounds sold in 1980. This increase was achieved 
even though nickel consumption in the non-Communist 
world during 1981 was about 4 per cent lower than in 1980. 

Inventory of nickel in all forms held by the Company at 
year end increased to 48,778,000 pounds from 45,833,000 
pounds at the end of 1980. 

Between November, 1980, and February 28, 1981, there 
was a temporary 6 per cent discount from the published 
producer price, effectively lowering such price for melting 
grade nickel to U.S. $3.24 per pound. However, the nickel 
price realized by the major producers remained at the 


10 


discounted levels or lower for the balance of 1981. At the 
end of November, 1981, the published producer price for 
melting grade nickel was decreased to U.S. $3.20 per 
pound from U.S. $3.45 per pound. The average selling 
price received by Falconbridge in 1981 was U.S. $3.09 for 
refined nickel products and U.S. $2.97 for ferronickel 
products. The average prices per pound received in 1980 
were U.S. $3.25 and U.S. $3.18, respectively. 


Copper 

Non-Communist world refined copper consumption in 
1981 amounted to about 7,900,000 tons, a 1.3 per cent 
decrease from 8,000,000 tons in 1980. Refined copper 
production rose by 1.3 per cent in 1981, to 7,900,000 tons 
from 7,800,000 tons in 1980. This increase reflected a 
return to full production in the United States in 1981, 
following the major strike in the U.S. copper industry in 
1980. Several North American mines announced produc- 
tion cutbacks in the latter part of 1981 in response to low 
copper prices. Production is expected to exceed consump- 
tion in 1982 by a small margin. This should result in a 
modest rise in producer inventories, which are currently 
near normal operating levels. 

The London Metal Exchange cash settlement price for 
copper wirebar in 1981 averaged U.S. 79 cents per pound, 
down sharply from U.S. 99 cents per pound in 1980. Prices 
remained weak throughout the year as the anticipated 
economic upturn during the second half of 1981 failed to 
materialize. Effective December 1, 1981, the London Metal 
Exchange contract for copper wirebar was replaced by a 
new contract, Copper - Higher Grade, against which 
wirebars and selected high-grade cathodes are deliverable. 
This move reflects the continued worldwide move towards 
continuous-cast copper rod production. 


Cobalt 


Consumption of cobalt in the non-Communist world in 
1981 amounted to about 40 million pounds, a decrease of 
10 per cent from 1980 levels. While consumption was 
down in all major end-use markets, the magnetic alloy 
and superalloy sectors were the most severely affected. 
Non-Communist world production continued to outstrip 
consumption during 1981, totalling some 56 million 
pounds. As a result, producer inventories increased by 
year end to approximately 42 million pounds, an amount 
higher than the total consumption in 1981. 

The published producer price for cobalt was reduced in 
March, 1981, to U.S. $20.00 per pound from U.S. $25.00 
per pound. In August, the producer price was further 
reduced to U.S. $17.50 per pound. Massive oversupply of 
cobalt, however, led to the widespread discounting of the 
price by both producers and dealers. As a result, average 


prices realized by most producers for the year were well 
below posted levels. The average cobalt price per pound 
received by Falconbridge in 1981 was U.S. $14.00 com- 
pared with U.S. $24.36 a year earlier. Early in 1982 the 
published producer price of cobalt was reduced to U.S. 
$12.50 per pound. 


Precious Metals 

Precious metal prices continued to weaken during 1981. 
High interest rates and low economic activity materially 
reduced speculation in precious metals and had a negative 
effect on metal consumption. Gold prices, near U.S. $590 
per ounce at the beginning of the year, closed at U.S. $400 
per ounce at year end. Gold averaged U.S. $460 per ounce 
in 1981, compared with U.S. $613 in 1980. The price of 


Corporate Operations 


Exploration 


Consolidated exploration expenditures by Falconbridge 
were $37,964,000 in 1981 compared with $28,284,000 in 
1980 and $14,297,000 in 1979. 


CONSOLIDATED EXPLORATION EXPENDITURES 
BY GEOGRAPHICAL AREA IN 1981 


Canada 
Other 
metals 50% 
(1980-41 %) 


Foreign 
Other metals 
30% 

(1980-34 %) 


Canada 
Nickel 15% 
(1980-18 %) 


Foreign 
Nickel 5% 
(1980-7 %) 


silver, which was about U.S. $16.00 per ounce at the 
beginning of the year, dropped to U.S. $8.25 per ounce by 
year end. Silver averaged U.S. $10.52 per ounce in 1981, 
compared with U.S. $20.63 per ounce in 1980. Non- 
Communist world platinum prices declined from U.S. 
$578 per ounce at the beginning of the year to U.S. $379 
per ounce at year end. Palladium prices declined from 
U.S. $145 per ounce to U.S. $69 per ounce. 


Management 

Vice-President Marketing and Sales L. G. Bonar 
Vice-President Sales Michael Walker 
Assistant Vice-President Marketing M. O. Pearce 


Assistant Vice-President Commodity Marketing _ T. J. Desanti 
President, Falconbridge International Limited J. A. Vermeulen 
President, Falconbridge U.S. Incorporated R. W. Bain 
General Manager, Falconbridge Europe S.A. J. H. Lilly 


In the Sudbury area, the Company’s exploration efforts 
continue to be directed towards the maintenance of ore 
reserve levels at existing mines and the search for new 
nickel sulphide orebodies. Expenditures in 1981 were 
$5,540,000, compared with $5,127,000 in 1980 and 
$2,390,000 in 1979. Exploration at the Craig Mine in the 
Onaping area resulted in the discovery of an additional 
1.1 million tons of ore. Exploration continued on the new 
high-grade copper zone at the Strathcona Mine and 
resulted in an increase of about 20 per cent in the Com- 
pany’s reserves of copper in the Sudbury area. 

Regional exploration offices in Canada are located in 
Vancouver, Winnipeg, Sudbury, Timmins, Quebec City 
and St. John’s. In the Yukon Territory, the Company 
participates in joint-venture exploration projects managed 
by United Keno Hill Mines Limited. 

Exploration of a gold deposit in Gand Township, 
Quebec (the Lac Shortt Project) continued throughout 
1981 under a joint-venture agreement with Corporation 
Falconbridge Copper. Surface diamond drilling was dis- 
continued in September, 1980, when a decision was made 
to proceed with an underground exploration program. 
Preparations for the program were completed early in 
October, 1981, and shaft sinking started later in the month. 
Plans for 1982 include sinking of the shaft to a depth of 
1,168 feet, drifting on three levels, and underground 
exploratory diamond drilling. 

A major surface exploration program was undertaken 
during 1981 on the properties of Société Miniére Raglan 
du Québec Limitée, a subsidiary in the Ungava area of 
Quebec. The program involved detailed geological map- 
ping of the company’s concessions and drilling which 
increased the reserves at the Donaldson Mine. 

Exploration projects in southern Africa are conducted 
under the terms of a joint-venture agreement with 
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The Superior Oil Company. Falconbridge manages the 
exploration programs and has a 50 per cent interest in the 
operations. Emphasis during 1981 was again placed on the 
evaluation of the diamond potential of 57 kimberlite pipes 
discovered in Botswana. Treatment of bulk samples from 
two pipes in southern Botswana has failed to yield results 
that indicate economically viable diamond concentrations. 
Preliminary sampling of a number of other kimberlite 
pipes located in the central Kalahari area has shown 
promising results which will be checked by bulk sampling. 

On the Bushman Mine property, 87 miles northwest of 
Francistown, Botswana, surface diamond drilling has indi- 
cated a mineralized zone some 2.2 miles in length, with a 
potential of 9 million to 11 million tons grading 2.5 per 
cent to 3 per cent copper. A program of underground 
exploration on this property will be required to adequately 
define the mineable ore reserve and prove the continuity 
of the ore-bearing structures. 

Blanket Mine (Private) Limited, a wholly-owned subsid- 
iary in Zimbabwe, is developing the Golden Kopje gold 
deposit, some 60 miles northwest of Salisbury. Production 
at a rate of 80,000 tons per year is expected to commence 
by the third quarter of 1982. 

The Company holds a 49 per cent joint-venture interest 
in an important diamond prospect in Colorado, U.S.A. 

\ bulk sampling plant was erected on the property early 
in 1981 to treat large samples of kimberlite host rock taken 
from a number of pits on the property. The project is 
managed by The Superior Oil Company. 

In Chile, the Company has maintained its minority 
interest in a joint venture, managed by The Superior Oil 
Company, which was established to evaluate the Quebrada 
Blanca porphyry copper deposit, 211 miles northeast of 
Antofagasta. Exploration work and metallurgical tests 
continued during 1981 and a major engineering firm was 
retained to prepare a preliminary study of all factors 
relating to development of the property for production. 
Based on the encouraging results of this initial study, a 
formal feasibility study has been commissioned. 
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During 1981 a study of nickel laterite deposits con- 
tinued in Ivory Coast and in the Republic of the 
Philippines. Exploitation of these deposits will require the 
development of new energy-efficient metallurgical process- 
es, and appropriate research projects are now in progress. 


Mining Research 

Mining research and development expenditures amounted 
to $5,462,000 in 1981, compared with $2,161,000 in 1980 
and $610,000 in 1979. 

Continuing attention is being directed to the develop- 
ment of improved productivity through safer mining 
methods and better ground control techniques, mechaniza- 
tion and material handling systems. 

Installation of the hydraulic hoisting project by 
Sudbury Operations will be completed early in 1982. Test 
hoisting of production ore from the 2,300-foot level of the 
Onaping Mine is planned at that time. 

Falconbridge has continued its support of research and 
development activities undertaken by the Mining Indus- 
try Research Organization of Canada (MIROC). Major 
programs are being directed to miners’ protective 
clothing, lighting and other environmental improvements 
for the safety, health and comfort of underground miners. 


Management 
Vice-President Exploration, Development 


and Western Canadian Operations L. C. Kilburn 
Assistant Vice-President Development A. M. Clarke 
Assistant Vice-President Exploration C. M. H. Jennings 
Assistant Vice-President Mining A. R. Pasieka 


Metallurgical Research 

Metallurgical research and development expenditures 
amounted to $5,643,000 in 1981, compared with $4,475,000 
in 1980 and $3,350,000 in 1979. Research projects under 
way throughout the year included continued development 
of the Company’s hydrometallurgical process for treatment 
of nickeliferous laterites. This work was expanded to 
increase the scale of leaching and metal recovery steps, 
and to simulate commercial scale operation by running 
continuously. Other investigations in extractive metallurgy 
were directed to an increase in metal recovery, the reduc- 
tion of sulphur emissions from the smelting system by slag 
cleaning and an increase in the degree of desulphurization 
achieved in the roasting system. 

Start-up of the new solvent extraction circuit at the 
Refinery in 1981 marked the culmination of an intensive 
research program. It was aimed at overcoming the prob- 
lems relating to the separation of cobalt and various 
impurities from the leach solutions. In the field of product 
development, emphasis was placed on projects directed to 
an expanded range of nickel products for use in the 
chemical, electroplating and superalloy industries. 


development of a new method of producing depolarized 
Crowns (D-Crowns). By the end of 1981, pilot plant 
quantities of D-Crowns were ready for customer evalua- 
tion. Another electrolytic nickel product, Falconbridge 
Superelectro, was brought into production during 1981 
after several years’ development work in the laboratory 
and pilot plant. 

Research projects related to utilization of the 
Company’s products included development of new weld- 
ing techniques and improvements in the properties of 
high temperature nickel-bearing alloys. 


Management 
Director Metallurgy and Engineering — F. G. T. Pickard 
Director Metallurgical Research P. G. Thornhill 
General Manager, Falconbridge 

Metallurgical Laboratories R. A. Bergman 


Environmental Control 

A report outlining ongoing studies and preliminary plans 
for further reduction of sulphur dioxide emissions from 
the Falconbridge smelter was submitted to the Ontario 
Ministry of Environment in January, 1981, as required by 


Wesfrob Mining Division 


The Wesfrob Mining Division recorded a loss for the year 
of $1,089,000 compared with earnings of $1,503,000 in 1980. 
This significant decrease was due to a substantial decline 
in the prices of copper and precious metals as well as to 
increased operating costs. Accelerated charges for depreci- 
ation and amortization, reflecting the shortened life of the 


the 1977 Amending Control Order. The report said that 
existing technology would not enable the Company to 
meet the Government standard for sulphur dioxide 
emissions in a reasonable manner. Falconbridge has there- 
fore undertaken research into alternative methods of 
abatement. This research has been closely monitored 
during the year through meetings of Ministry and 
Company personnel. Pending the results of further 
investigations, it is not possible to estimate the cost of 
compliance with the Control Order or to establish a 
time-table for expenditures. 

The conservation area developed by Sudbury Opera- 
tions, as part of the treatment of mine and plant effluent 
water, is expanding. This is the result of natural 
rehabilitation as the alkali-treated water works its way 
through the area, improving conditions for the growth of 
vegetation. Red Pine Lake in Happy Valley has been 
stocked with speckled trout, and the fish are being studied 
to determine if spawning is taking place. 

Giant Yellowknife Mines Limited, an associated com- 
pany, has constructed a new waste water treatment plant. 
It is based on recent technology developed in a joint 
program involving Environment Canada and Giant. The 
plant, built during the summer of 1981 for the removal of 
cyanide, arsenic and heavy metals, was tested before 
freeze-up and is ready for operation in the spring of 1982. 
Management 


Director General Engineering Peter Zaharuk 


producing assets, also contributed to the loss. 

In view of present economic conditions, ore reserves 
have been adjusted from 7,150,000 tons in 1980 to 3,047,000 
tons at year-end 1981. The reserves are sufficient to sus- 
tain operations for approximately three years at current 
production rates. 


Production Year ended December 31 1981 1980 1979 
mee NCO = 1ONSe pass seca eas es 1,112,000 1,098,000 1,116,000 
lron concentrates — tonS............. 606,000 677,000 638,000 
Copper concentrates — tons.......... 15,000 12,000 18,000 
Copper in concentrates — pounds...... 6,206,000 4,904,000 7,174,000 
Financial 
Revenue from metals produced........ $18,104,000 $18,473,000 $21,069,000 
Earnings before amortization and 
af vector i) os ale 344,000 2,186,000 5,545,000 
Earnings (loss) for the year*........... (1,089,000) 1,503,000 4,674,000 
— per share of Falconbridge......... (0.22) 0.30 0.93 
*Before consolidation adjustments. 
Management 
President J. C. Cowan 
Vice-President and General Manager _—_C. L. Stafford 
Mine Manager W. H. Muise 
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s¢Significant ore-grade 
material was discovered ay 
in early 1O8l” : nr 


Subsidi and Associated Companies 


Corporation Falconbridge Copper 

A loss of $122,000 in 1981 represented a sharp drop from 
the previous year’s earnings of $30,333,000. This result 
reflected lower metal production due to the closure in 
1980 of the Sturgeon Lake Mine and one-month strikes 
during 1981 at the Opemiska and the Lake Dufault 
Divisions. Metal prices were lower with the exception of 
the price for zinc. Increased exploration expenditures 
were partly offset by increased income from investments. 
Working capital decreased by $3,905,000 after payment of 
dividends of $5,170,000, expenditures on plant and equip- 
ment of $1,443,000 and exploration and development 
expenditures of $19,119,000. 

Metal production in 1981 from the Lake Dufault and 
Opemiska Divisions totalled 56,324,000 pounds of copper, 
7,591,000 pounds of zinc, 36,000 ounces of gold and 434,000 
ounces of silver. Zinc production decreased by 43,393,000 
pounds, copper by 12,848,000 pounds, silver by 1,348,000 
ounces and gold by 8,000 ounces compared with 1980 
production levels. 

After mining 499,000 tons of ore at Lake Dufault Divi- 
sion and 937,000 tons at Opemiska Division, the proven 
and probable ore reserves at year end were as shown in 
the tables below. The figures include appropriate allow- 
ances for mining dilution. 


Lake Dufault Ore Reserves (proven and probable) 
At December 31 Contained Metal Average Grade 
Tons of Tons of ©z/ton____ Per centoz /ton 
Ore Copper Zinc Gold Copper Zinc Gold 


1981 §2,277,000 70,132 45,995 66,033 3.08 2.02 0.029 
1980 2,970,000 88,500 60,900 80,190 2.98 2.05 0.027 
1979 3,572,000 106,800 76,100 96444 299 213 0.027 


| Capitalization As at December 31, 1981 


Opemiska Ore Reserves (proven and probable) 


At December 31 Contained Metal Average Grade 


Tons of Tons of Oz. of Percent Oz/ton 

Ore Copper Gold Copper Gold 

NOB Tia s3 1-1. 000 60,100 87,802 efiou 220:026 
1980% 223, 755,000 64,550 101,385 Aer 0.027 
1979.... 4,675,000 88,350 102,850 1.89 0.022 


The Millenbach Mine, which operated on lower grade 
ores in 1980 and 1981, was closed in August 1981 due to 
the exhaustion of its reserves. 

The orebodies at Sturgeon Lake were depleted in 
December, 1980, and operations were terminated. The 
final environmental restoration plan for this property, 
which was approved by the Ontario Ministry of Environ- 
ment, was put into effect in 1981. The covering and 
revegetation of 20 acres of tailings were completed. The 
remaining 22 acres will be covered with sand in 1982 
during the winter months, followed by revegetation in 
early summer. Liquidation of the Sturgeon Lake assets 
continued during the year. Some of the camp facilities and 
operating equipment, and all but two of the corporation- 
owned houses in Ignace, Ontario, have been sold. The 
mill remains intact. 

Significant ore-grade material was discovered in early 
1981 on the Ansil property, three miles west of the former 
Norbec Mine. Surface exploration activity was accelerated 
during the year, with the diamond drilling program 
indicating the presence of a deep deposit of higher-than- 
average grade copper mineralization. The potential ton- 
nage is such that an underground evaluation program is 
under active consideration. Before a production decision 
can be made, however, the Ansil project will require a 
significant expenditure for a 5,000-foot shaft and lateral 
development on three levels. 


Outstanding Held by Falconbridge 


“DIF WARLOIR SABRES 408 Lio Cal reer es rear Te eR ee eta reese 12,970,125 6,509,696 50.2% 

_ Financial Year ended December 31 1981 1980 1979 
RTM Teta SOMONtS fy sc dusies aids wel ee ese le eT RS ee alse whl $ 76,939,000 $171,428,000 $204,818,000 
Earnings before amortization and depreciation. ..... 2... 6c eee 4,422,000 35,708,000 54,651,000 
I OOK er pc fe PGs ed oc sows dk eee oe Raw Eee ee ee wats (1,050,000) 34,845,000 47,500,000 
(8 AU PG GER CLSISTS Sift |g) N72). pele ore ea eee rere ea (122,000) 30,333,000 46,549,000 
SR meee RUSE a Sek ee Aig eis Hat sq aele end Oe eee aise 5,170,000 12,970,000 7,782,000 
MNOS deGAid GEL SAIC 1)... ce k tec dea shee ee gee yee eee orn ee 0.40 1.00 0.60 
ICE Oa ee ee eee an eee ere 103,703,000 107,608,000 85,819,000 
Falconbridge interest* in earnings (loss) for the year...... 6.6... eee eee eee eee $ (61,000) $ 15,227,000 $ 23,368,000 
pene pe! share/of Falconbridge... 6... ee eh ey (0.01) 3.03 4.65 
’ Falconbridge interest in dividends paid... 1... eee ee ee eee ates eae Suse 


eeper snare Of Falconbridge... ee ee ee 


 *Before consolidation adjustments 


_ **A tax reassessment of $625,000 received in 1981 resulted in restatement of certain prior years’ data. Falconbridge Nickel Mines 
Limited included the reassessment in its 1981 consolidated accounts and did not restate prior years. 


_ Management 
Chairman of the Board 
_ President and Chief Executive Officer 
__ Vice-President Operations 


A. G. Slade 
C. Carbonneau 
Roger Plasse 


Manager, Opemiska Division P. P. Dessureault 
Manager, Lake Dufault Division W. R. Wright 
Manager, Sturgeon Lake Joint Venture H. R. Graham 
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Falconbridge Nickel Mines Limited 


New Quebec Raglan Mines Limited 

In the Ungava region of Quebec, the company’s wholly- 
owned subsidiary, Société Miniére Raglan du Québec 
Limitée, holds three exploration permits covering 265 
square miles and 821 mineral claims. During 1981, 735 
claims were staked on property withdrawn from explora- 
tion permits. 

During the year, 51,000 feet of surface exploration 
diamond drilling were completed at the Donaldson prop- 
erty and 170 square miles of the exploration permit areas 
were mapped. As part of a feasibility study, several 


Capitalization As at December 31, 1981 
New Quebec Raglan Mines Limited 


programs were completed: an environmental baseline 
study, a geotechnical drilling program at Donaldson and 
the Douglas Harbour dock site, a marine transport study 
and further evaluation of power generation alternatives. 

The development of the properties to production 
depends on the emergence of strong markets for nickel 
and the availability of electric power at acceptable cost. 
Net expenditures on the property to date have amounted 
to $40,726,000. 

Proven and probable ore reserves are 12,037,000 tons 
grading 3.11 per cent nickel and 0.79 per cent copper. 


Outstanding Held by Falconbridge 


Common: Shares: ea. 23 aes ae aes 7,833,332 5,369,528 686% 
Société Miniére Raglan du Québec Limitée 
(formerly Raglan Quebec Mines Limited) 
Preferred shares —6%............. 7,500,000 7,500,000 100% 
Sy OVO nes ee ales 7,500,000 7,500,000 100% Management 
36 9490. Gos es 5,000,000 5,000,000 100% Chairman and Chief Executive Officer L. C. Kilburn 
Common shares? 2 Sis hs See 4,005* President and Chief Operating Officer T. F. Pugsley 


*Wholly-owned by New Quebec Raglan Mines Limited. 


Indusmin Limited 
Consolidated results of Indusmin Limited include the 
operations of its subsidiary companies, Fahramet Limited 
and Lawson-United Feldspar and Mineral Company. 
Sales revenue established a record at $70,003,000, an 
increase of 9 per cent over 1980; however, consolidated 
earnings declined by 13 per cent to $3,051,000. High 
interest rates were a major factor in the reduction of 
earnings. In addition, profit contributions from the 
Construction Aggregates Division, Lawson-United, and 
Fahramet were below expectations. Construction Aggre- 
gates sales volume and revenue were reduced because of 
lower activity in the construction industry and poor 
weather in the second half of the year. Centrifugal casting, 
silica and nepheline syenite operations posted sales gains 
over the previous year, while sales of shell and sand 
castings were affected by weak economic conditions. 


Vice-President J. C. Cowan 


The new foundry facilities installed at Fahramet in 1979 
produced at a higher rate in 1981 than in the previous 
year; however, they were still underutilized. New markets 
have been penetrated, but a considerable amount of devel- 
opment time is required to provide sufficient volume to 
reach desired operating capacity. 

The new electric shovel, which replaced an 18-year-old 
machine at the Construction Aggregates quarry in Acton, 
commenced operation at the end of the first quarter of 
1981. It has a higher operating capacity and a lower 
operating cost than the previous machine. No major 
difficulties were encountered and the equipment is provid- 
ing the anticipated cost savings. 

Projections for the first half of 1982 are clouded by the 
continuing economic recession; however, all operations 
are in a position to respond quickly to any improvement 
in business activity. 


Capitalization As at December 31, 1981 Outstanding Held by Falconbridge 


Management 


Comimon shares) oul ee 1,167,901 827,330 70.84% Chairman ofthe Board H. T. Berry 
Financial (Consolidated) President and Managing Director pet ie 
Year ended December 31, 1981 1980 i979 jee ey ey a 
Sales Rie Sets Puerta Sonne Rah eRe oe $70,003,000 $63,945,000 $56,038,000 Minerals Division R. Lavertu 
Earnings before amortization and Senior Vice-President 

Cepreciayon™ vcs aie «wang ae Oh 6,407,000 6,568,000 6,990,000 Castings Division ; J. L. Caylor 
Earnings for the year™........... 3,051,000 3,521,000 4,109,000 Vice-President Corporate Affairs: S. B. Goss 
Dividends paid — 90¢ per share .... 1,051,000 1,051,000 1,051,000 
Working capitals... atemiee ees 15,379,000 13,129,000 11,210,000 


Falconbridge interest* in earnings 
for the year 


— per share of Falconbridge .... 0.42 0.48 

Falconbridge interest in dividends 
6): | Rune Bh Re Fife gy le A ep 736,000 725,000 
— per share of Falconbridge.... 0.15 0.14 


$2,124,000 $2,429,000 $2,836,000 


“Before consolidation adjustments. 
A tax reassessment of $143,000 received in 1980 — 


0.56 resulted in the restatement of certain prior years’ 
data. Falconbridge Nickel Mines Limited included 
725,000 the reassessment in its 1980 consolidated 
0.14 accounts and did not restate prior years. 


Falconbridge Dominicana, C. por A. 

The company incurred a net loss of RD$28,059,000 in 
1981, compared with a net loss of RD$8,578,000 in 1980. 
The recovery of ferronickel markets in the first half of 
1981 was not sustained and prices weakened throughout 
the year. From June 22, 1981, the company reduced its 
production rate by shutting down one electric furnace 
line. Total shipments in 1981 were 41,180,000 pounds of 
contained nickel, compared with 36,491,000 pounds in 
1980. 

The lower realized price, coupled with the significantly 
higher cost of metal shipped and greater interest charges, 
required the company to call upon Falconbridge Nickel 
Mines Limited and the other project sponsor to provide 
additional funding, in accordance with the terms of the 
project financing agreements. This additional funding, in 
the form of subordinated notes, bears interest at a rate of 
1 per cent above the New York prime rate in effect the 
date the notes are issued. During the year, notes amount- 
ing to U.S.$24,965,000 were issued, bringing the total of 
such notes to U.S. $39,188,000. Additional notes have been 
issued in 1982 and further funding will be necessary. 

On January 11, 1982, the company announced that it 
was temporarily suspending production operations due to 
the unsatisfactory prices and forecast demand for ferro- 


Capitalization As at December 31, 1981 


Somos OS eee eee Rane Se AT Sa, 


Production Year ended December 31 


Shipments of ferronickel (nickel content in pounds)............. 


Financial 
(RD$1.00 equals U.S.$1.00) 


Hevenue from metal shipments. ....... .6. 6. 00. eee te cee 
Earnings (loss) before interest on debt, depreciation and amortization 
Ba OSS OM IRVEAN GG ie cosy Bik pw aiedeke cscs cledalvvaivbelare vs 
VV OEIICECAD Tamera eth kee a Lil, hes Gia (asap atebautacane 
Long-term debt (1981 excludes RD$14,196,000 in current liabilities, 
1980 and 1979 exclude RD$14,264,000 and RD$1 1,144,000 respectively) 


Falconbridge interest* in earnings (loss) for the year............- 
Semitic Ol PalICONDMOGGs 25, cs a bin aim ore as eel nds sda tone ia tone 


*Before consolidation adjustments 


_ Management 
President Hae alle Berry 
Executive Vice-President lan H. Keith 


Vice-President and General Manager J. T. H. Clelland 
Assistant Vice-President H. T. Evans 
Manager of Operations R. J. McAllister 


nickel. There is sufficient inventory to meet current 
demand, and production will resume as soon as economic 
conditions warrant. 

The total debt at December 31, 1981, including the 
additional funding provided by the sponsors, was 
RD$137,844,000. This includes unrealized losses of 
RD$4,206,000 resulting from the conversion of the 
non-U.S. portion of the I.B.R.D. (World Bank) loan at 
current rates of exchange. RD$14,196,000 of the debt 
matures in 1982. 

Proven and probable reserves of laterite ore at the end 
of 1981 were 63,800,000 dry tons grading 1.64 per cent 
nickel. 

The total work force at December 31, 1981, was 1,975 
employees, of whom 1,937 were Dominican and 38 were 
expatriate personnel. At the end of the previous year 
there were 2,112 employees: 2,073 Dominicans and 39 
expatriates. As a result of the temporary suspension of 
operations previously referred to, the labour force is 
being reduced. 

In the course of its exploration program in the Conces- 
sion Area, the company encountered an interesting occur- 
rence of base metal mineralization. Detailed geological 
work, including diamond drilling, is being undertaken to 
evaluate the potential of the area. 


Outstanding Held by Falconbridge 

Came ee eye We 3,000,000 1,971,524 65.7% 
1981 1980 1979 

Savane 41,180,000 36,491,000 54,130,000 


Pee mae RD$120,521,000 RD$117,684,000 RD$137,165,000 


eats (4,815,000) 11,738,000 29,914,000 
sitar as toast (28,059,000) (8,578,000) 8,572,000 
ae ee 33,340,000 43,679,000 48,028,000 
123,648,000 113,116,000 110,534,000 


tie teers Cdn.$(21,983,000) Cdn.$(6,274,000) Cdn.$6,493,000 
PSE 5 (4.37) (1.25) 1.29 
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Falconbridge Nickel Mines Limited | 


Kiena Gold Mines Limited 

The Kiena Mine in Dubuisson Township, Quebec, went 
into commercial production during the fourth quarter of 
1981 on schedule and within budget. Total project expen- 
ditures from March, 1979 to December 31, 1981, for bring- 
ing the mine into production amounted to $19,598,000, 
excluding financing charges of $2,392,000 and exploration 
expenditures of $387,000. 

Extraction of ore during stope preparation began in 
March, 1981. Ore produced and milled during the year 
amounted to 111,600 tons, from which 15,000 ounces of 
gold were recovered. Five production stopes have been 
developed in the main ore zone and regular stoping cycles 
have been established. Ground conditions in the stopes 
have been good. 

Kiena has been developed as a completely trackless 
operation. Since the production decision was made in 
June 1980, a total of 15,200 feet of lateral development, 
raising and inclined ramps has been completed, mainly in 
waste rock. Some 262,000 cubic feet of slashing and enlarge- 
ment of service areas and 258,000 cubic feet of excavation 
in ore for stope preparation were also achieved. 

All major installations and service facilities have been 
completed both underground and on surface, except for 
the permanent underground crusher, which will be opera- 


tional early in 1982. Until that time, a temporary facility 
will continue in operation. 

On November 1, 1981, the custom milling contract with 
the Lamaque Division of Teck Corporation for the treat- 
ment of the company’s ore went into effect. A feasibility 
study for construction of a company-owned mill, to be 
operational by 1985, as well as an expansion of the mine 
production rate, is now in preparation. 

Recruitment of employees proceeded during the year 
and personnel strength reached the full complement of 
135 in December. 

A re-evaluation of the mine’s ore reserves was made in 
1981 and a program of deep drilling was conducted on the 
downward extension of the main orebody below the exist- 
ing shaft. As a result, 3,430,000 tons were added to the 
proven and probable reserves which, at December 31, 
1981, stood at 5,812,000 tons grading 0.18 ounce of gold 
per ton, including an allowance for mining dilution. 

As of December 31, 1981, the amount drawn down 
under the revolving term loan with a Canadian chartered 
bank was $21,796,000. In 1982, it is expected that Kiena 
will redeem the preference shares and income debentures 
held by Falconbridge Nickel Mines Limited since 1962. 
They are valued at $2,943,000, including accumulated 
dividends and interest. 


Capitalization As at December 31, 1981 Outstanding Held by Falconbridge 


Common'shares ir. ee hea 4,876,848 3,331,203 68.3% 
Preference sharesicc ee a 2,467,459 2,467,459 100% 
Production* Year ended December 31, 1981 

Ore milled’ tons oye ie ae ate le aes ae eee een 111,600 
Gold produced: ounicesine oy a a ee ee 15,000 
“Including 13,600 tons of ore and 1,300 ounces of gold produced during 
development of the mine: proceeds from the sale of this gold were 

credited to preproduction and development expenditures. 

Financial 

Revenue from metal-produced:. sae a ee $ 7,040,000 
Earnings before depreciation and 

AMOMIZATON sate ae Ae ete mrss gee in en a 382,000 

LOSS fortne year ears ody ie tous wei dete ae te CM 58,000 
Working capital deficits 23.3 cs tore thee ae ee egret aa 1,213,000 
Long-term: debts 4).2e a0 see oon a Saat 21,796,000 


Management 

President G. P. Mitchell 
Vice-President, Operations B. A. Ferguson 
Mine Manager R. O. Vezina 


Oamites Mining Company (Proprietary) Limited 

The Company experienced a loss in 1981 of $905,000 
compared with earnings of $1,387,000 in 1980. Operations 
at the Swartmodder Mine were suspended in March 
because of the decline in the price of copper and unexpect- 
edly difficult geological and mining conditions. At the 
same time, production at the Oamites Mine was reduced 
from 45,000 tons per month to 35,000 tons. As a result, 
copper production in 1981 decreased by 17 per cent from 
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that of 1980. The copper price averaged $1.01 per pound 
during 1981, three cents per pound below that of the 
previous year. Silver production decreased by 13,000 
ounces to 216,000 ounces, while the average price received 
decreased by 32 per cent. 

At December 31, 1981, proven and probable ore reserves 
at the Oamites Mine amounted to 2,027,000 tons grading 
1.13 per cent copper, an increase of 100,000 tons from 1980. 
No ore reserves are reported for the Swartmodder Mine. 


Capitalization 


As at December 31, 1981 Outstanding 
oMmmonisnaresi. 46 sks eee. 253,680 190,000 
Production Year ended December 31 1981 1980 
Ore milled —tons...2..5-20.0.. 530,000 628,000 

~Recoverable copper—pounds.... 10,641,000 12892,000 


Financial 
Revenue from sale of concentrates . 
Earnings before amortization and 


GEDIECIAON earn ne ea wee 1,304,000 2,708,000 
Earnings (loss) for the year........ (905,000) 1,387,000 
PEACH SAIC a ct titi ti crels a 1,069,000 
Dividends per share............. 4.21 
WIGGING Caplial ysl eee coo. 3,295,000 3,917,000 


Falconbridge interest* in earnings 
Mossiion nie yeat sere. $ 


— per share of Falconbridge. ... (0.13) 0.21 
Falconbridge interest in dividends 

Wal ere rmen Geer dr eeettle as Sei; 801,000 

— per share of Falconbridge. ... 0.16 


Giant Yellowknife Mines Limited 
The corporation’s consolidated results include the opera- 
tions of its subsidiary companies, Lolor Mines Limited 
and Supercrest Mines Limited. A consolidated loss of 
$199,000 was recorded in 1981 compared with earnings of 
$6,292,000 in 1980. The major reasons for the decline in 
consolidated results were a decrease in the average price 
of gold received in 1981 compared with 1980 and a 
$3,758,000 increase in exploration expenditures. The major 
area of exploration was the Salmita property, 150 miles 
north of Yellowknife, where $3,261,000 was spent during 
the year. Exploration at Salmita will concentrate on under- 
ground development and diamond drilling in 1982. 
Production for 1981 totalled 395,000 tons grading 0.18 
ounce of gold per ton compared with 227,000 tons grading 
0.196 ounce of gold per ton in 1980. Gold output increased 


(678,000) $ 1,039,000 $ 1,565,000 


Held by Falconbridge 


74.9% 
1979 


634,000 
13,738,000 


$13,590,000 $20,003,000 $18,495,000 


3,285,000 
2,090,000 
1,071,000 
4.22 
3,460,000 
Management 
General Manager D. P. Hugo 
0.31. General Superintendent R. Jervis 
802,000 
0.16 *Before consolidation adjustments. 


in 1981 to 59,000 ounces compared with 38,000 ounces a 
year earlier. (The lower production in 1980 resulted from 
a strike by employees). This favourable volume increase 
was offset by a softening in the average gold price received, 
from $730 per ounce in 1980 to $524 per ounce in 1981, 
resulting in a net increase in revenue of only $3,000,000. 
Costs for electrical power, oil, supplies and labour contin- 
ued to escalate. The higher labour costs reflected the new 
collective agreement signed in late 1980. 

The lower gold price in 1981 required the deletion of 
402,000 tons of low-grade ore from the ore reserves. After 
mining 395,000 tons, developed ore reserves at December 
31, 1981, were 1,208,000 tons grading 0.24 ounce of gold 
per ton, compared with 2,005,000 tons grading 0.21 ounce 
of gold per ton at December 31, 1980. 


Capitalization As at December 31, 1981 Outstanding Held by Falconbridge 


PO MMOMISHATES Mine eas oes Riess 4,303,050 824,413 19.2% 
Production (Consolidated) 

Year ended. December 31 1981 1980 1979 
@re milled —tons......./....... 395,000 227,000 416,000 
Gold produced — ounces........ 59,000 38,000 75,000 


Financial (Consolidated) 
Revenue from metals produced... . 
Earnings before amortization and 


RIGO CIAUONIN i Gc levies cee As 1,414,000 6,790,000 
Earnings (loss) for the year........ (199,000) 6,292,000 
GCIAS WANG slosh a kone are Gis os 1,076,000 4,303,000 
Dividends paid per share......... 0.25 1.00 
MRMICCADIALY sie slsis(s > she ee 13,053,000 15,977,000 


Falconbridge interest* in earnings 
(loss) for the year.............- 


— per share of Falconbridge..... (0.01) 0.24 
Falconbridge interest in dividends 

ENS OAT Sa he a 206,000 825,000 

— per share of Falconbridge..... 0.04 0.16 


$(38,000) $1,206,000 $1,596,000 


$31,204,000 $28,142,000 $31,129,000 


8,739,000 
8,315,000 
2,582,000 
0.60 
15,765,000 
Management 
President and Managing Director D. J. Emery 
0.32 General Manager K. Blower 
495,000 *Before consolidation adjustments, accounted 
0.10 for on an equity basis. 


Falconbridge Nickel Mines Limited 


United Keno Hill Mines Limited 

The company incurred a loss of $13,649,000 in 1981, 
including an extraordinary charge of $10,577,000 resulting 
from the write-off of the Venus Mine project costs, com- 
pared with earnings of $7,679,000 in 1980. 

The loss before the extraordinary item was due toa 
significant drop in average silver prices to $9.99 per ounce 
in 1981 from the average price of $17.91 per ounce in 1980. 
Results were also adversely affected by the loss of produc- 
tion caused by the legal strike at the Elsa Mining Division. 
The strike started in September, 1980, and continued until 
May 28, 1981, when an agreement was reached. 

In October, the Directors decided not to bring the 
Venus Mine into production due to the decline in metal 
prices and sharply increased operating costs, and all opera- 
tions were suspended. The plant, 60 miles south of 
Whitehorse, will be maintained on a care-and-maintenance 
basis until gold and silver prices improve sufficiently to 
justify production. At the present time, the costs incurred 


Capitalization As at December 31, 1981 
Common shares 
Production Year ended December 31 


Ore milled — tons 
Silver produced — ounces 
Lead produced — pounds 


Financial 
Revenue from metal shipments 


Earnings (loss) before extraordinary item 
Earnings (loss) for the year 
Dividends paid 
Dividends paid per share 
Working capital 


Falconbridge interest* in earnings 
(loss) for the year before 
extraordinary item 
— per share of Falconbridge 

Falconbridge interest* in earnings 
(loss) for the year 
— per share of Falconbridge 

Falconbridge interest in dividends paid 
— per share of Falconbridge 

*Accounted for on an equity basis. 


Management 
President and Chief Executive Officer J.C. Cowan 
Mine Manager V.E. Smith 
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Boe ecmeey sti el a silence eae \ehwiaiie: whee, ageiseicei randy eh mie Ncw hase pel teen 


oo tee ely 9) ein eye ale Cepce tp kiu he wie aw C aie ie he eta era ees lela m im Gmina. oe 
oct eee Me RG BNC A Te er re eel ee eRe ee te we Se a AT 


Earnings (loss) before depreciation and ‘extraordinary item... . { 


0) Te eee Se ee eee eee ee) ge bse 8 8: 


wi Ol by he we Te by ie! mY BR oe) Clube? ew) a galas We, ramet retle 


on the Venus project are considered not recoverable. 

Production during the year at 1,158,000 ounces of silver 
was lower than the 1980 production level of 1,665,000 
ounces. Mill through-put at 67,000 tons of ore also com- 
pared unfavourably with the 1980 production level of 
88,000 tons. The lower mill through-put and silver yield 
were due mainly to five months of lost production during 
the year and production start-up problems experienced in 
the mill following the strike. 

Proven and probable ore reserves at the Elsa Mining 
Division at year-end 1981 totalled 267,000 tons grading 
27.0 ounces of silver per ton, including 40,000 tons grad- 
ing 22.4 ounces per ton in stockpile. This compares with 
480,000 tons grading 24.7 ounces of silver per ton at 
year-end 1980. During 1981, a total of 175,000 tons grading 
19.7 ounces per ton was reclassified in view of increased 
operating costs and low silver prices, and is not included 
in ore reserves at year-end 1981. 


Outstanding Held by Falconbridge 

SO eres tana Ud Be an| 2,470,000 1,195,989 48.4% 
1981 1980 1979 

een Ne gages 67,000 88,000 124,000 
Soe oie 1,158,000 1,665,000 2,481,000 
Bi eke Marah 2,243,000 3,296,000 5,620,000 
Buel See aN $12,561,000 $31,742,000 $53,226,000 
Sees en i runs (1,881,000) 8,705,000 21,573,000 
CRE i (3,072,000) 7,679,000 20,726,000 
ee ara Gente (13,649,000) 7,679,000 20,726,000 
i Cae Ina 1,235,000 5,434,000 4,940,000 
BUR OB TURES Aco 0.50 2.20 2.00 
bee pais eae ts 16,490,000 30,912,000 31,313,000 
Bey lo Navn Rte $(1,488,000) $3,718,000 $10,035,000 
Oe ei Bese ten (0.30) 0.74 1.99 
ctrl tam GOS Ae (6,610,000) 3,718,000 10,035,000 
WAP ei 4a 2 (1.32) 0.74 ~~ 1.99 
Paes eRe ack: 598,000 2,631,000 2,392,000 
Sa eae fas 0.12 0.52 0.47 


Blanket Mine (Private) Limited 

Consolidated earnings in 1981 were $4,495,000 compared 
with $3,797,000 in 1980. Ore milled increased marginally 
to 168,000 tons while gold production increased by 2,000 
ounces to 17,000 ounces in 1981. The average price 
received decreased from U.S. $606 per ounce in 1980 to 
U.S. $460 in 1981. The cost per ton of ore milled increased 
by 22 per cent over that of 1980 due to the higher cost of 
labour and materials. 


During the year satisfactory progress was made on 
preproduction and development work by Golden Kopje 
Mine (Private) Limited, a wholly-owned subsidiary. The 
old mine workings were dewatered, a new head frame was 
erected and shaft sinking progressed. In addition, surface 
plant and facilities and a portion of the mill were under 
construction. Production from these facilities is scheduled 
to commence during the third quarter of 1982. 


Capitalization As at December 31, 1981 Outstanding Held by Falconbridge 


MEOMOMIOD SNGICS FiivdG ao eye Ma es 9,208 100% 
Production Year ended December 31 1981 1980 1979 
@remilled' tons! fa eye es 168,000 166,000 165,000 
Gold produced — ounces........ 17,000 15,000 15,000 
Financial 
Net revenue from metal produced.. $9,401,000 $10,922,000 $5,382,000 
Earnings before depreciation...... 4,790,000 4,056,000 1,555,000 
Earnings for the year*............ 4,495,000 3,797,000 1,301,000 
Divides PalGra tees: skim eels es 1,708,000 1,637,000 1,189,000 
— per share of Falconbridge..... 0.34 0.33 0.24 
Working: capa sees a kee vy 1,634,000 1,758,000 916,000 Management 
Long-term debt............ Bee 3,960,000 Managing Director A. Ryan 
*Only dividends received by Falconbridge are reflected in consolidated earnings. General Manager D. J. Shand 


Western Platinum Limited 

Earnings for the fiscal year ended September 30, 1981, 
amounted to R20,524,000 compared with R25,144,000 a 
year earlier. Total metal revenues declined to R51,732,000 
in 1981 from R57,783,000 in 1980. Platinum sales increased 
7 per cent to 80,000 ounces from 75,000 ounces, while the 
average price realized decreased to U.S.$491 per ounce 
from U.S.$613 in 1980. 

During 1980 the company commenced a R25,000,000 
expansion program to increase the annual production of 
platinum group metals to approximately 245,000 ounces. 
Capital expenditures during 1981 totalled R18,400,000, of 


which R13,800,000 was incurred on the UG2 Project. 
Production from this orebody is expected to commence in 
the second quarter of 1982. During the year, the company 
purchased all the shares of a precious metals refining 
company that treats the company’s production. As part of 
the financing of these various activities, the authorized 
share capital of the company was increased in December, 
1980, to R30,000,000. Subsequently, 1,000,000 shares valued 
at R7.00 per share were issued in February, 1981 and an 
additional 1,100,000 shares valued at R6.50 per share were 
issued in June. They were issued to the shareholders on a 
pro rata basis. 


Capitalization As at September 30, 1981 Outstanding Held by Falconbridge 


OncinanyshaneSiancs psc tee Wace ys 12,100,000 3,025,001 25% 

Production Year ended September 30 1981 1980 1979 

Ore milled —tons............... 1,451,000 1,444,000 1,354,000 

Platinum group metals — ounces.... 155,000 150,000 132,000 
peINickKel— POUNDS. o.oo 3,851,000 3,761,000 3,466,000 

Financial 

pang = Canadian). 4.5... oS $ 1.28 $ 1.56 $ 1.41 
_ Revenue from metal sales........ R51,732,000 R57,783,000 R42,496,000 


Earnings for the year*............ 
DIVIGEMOS PAID ki cs licfeec ese es 
MU CURIPOUGAUGL bie oc yrcs hos pce tea ero 9 

_ *Accounted by Falconbridge on a cost basis. 


8,910,000 


20,524,000 25,144,000 
4,800,000 
15,088,000 13,530,000 


6,813,000 Management 
15,400,000 


Joint Managing Directors C. P. Beatty 
S. C. Newman 


General Manager A.A. Saffy 
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Falconbridge Nickel Mines Limited Consolidated Financial Statements @ 


Financial Report 


Accounting Responsibilities, Procedures and Policies 


The Board of Directors which, among other things, is responsible for the consolidated financial statements of the Company, delegates 
to management the responsibility for the preparation of the statements. Responsibility for their detailed review is delegated by the Board to 
Se SU sti a committee. Each year the shareholders appoint independent auditors to examine and report directly to them on the 
inancial statements. 


In preparing the financial statements great care is taken to use the appropriate generally accepted accounting principles and estimates 
considered necessary by management to present fairly and consistently the consolidated financial position and the results of operations. 
The significant accounting policies followed by Falconbridge are summarized on pages 24 and 25. 


The accounting systems employed by Falconbridge include appropriate controls, checks and balances to provide reasonable assurance 
that Falconbridge’s assets are safeguarded from loss or unauthorized use as well as facilitating the preparation of comprehensive, timely 
and accurate financial information. The internal auditors, who are employed by the Company as part of management, play an integral 
part in the effective operation of the systems of internal accounting control. There are limits inherent in all systems based on the recognition 
that the cost of such systems should not exceed the benefits to be derived. Falconbridge believes its systems provide the appropriate 
balance in this respect. 


The Company's audit committee is appointed by the Board of Directors annually and is comprised of four non-management directors. 
The committee meets with management and with the independent auditors (who have free access to the audit committee) to satisfy 
itself that each group is properly discharging its responsibilities and to review the financial statements and the independent auditors’ 
report. The audit committee reports its findings to the Board of Directors for its consideration in approving the financial statements for 
issuance to the shareholders. 


SL. 


D. E. Lewis, Q.C. H. T. Berry J. D. Krane 
Chairman of the Audit Committee Chairman of the Board, Vice President Corporate Affairs 
President and Chief Executive Officer and Secretary 


_ Auditors’ Report 
‘ To the Shareholders of Falconbridge Nickel Mines Limited: 
k We have examined the following financial statements of Falconbridge Nickel Mines Limited: 


Consolidated financial position as at December 31, 1981 and 1980; 
7 Consolidated earnings, consolidated retained earnings and changes in consolidated financial position for the three years ended 
: December 31, 1981; 
Segmented information as at December 31, 1981, 1980 and 1979 and for the three years ended December 31, 1981; and 
Investment in associated and other companies as at December 31, 1981, 1980 and 1979 and for the three years ended December 31, 
1981. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 
In our opinion, the above-mentioned financial statements present fairly the financial position of the company, the results of its operations and the 
changes in its financial position at the dates and for the periods indicated in accordance with accounting principles generally accepted in 


Canada, consistently applied. VA Z i 2 


Toronto, Canada, January 29, 1982. Chartered Accountants 


Comment on Differences in 
Canadian — United States Reporting Standards for Auditors 


Inthe United States, reporting standards for auditors require the expression ofan opinion qualified as being subject to the outcome of significant 
uncertainties affecting the financial statements such as the uncertainty referred to in the attached statement of consolidated financial position as 
at December 31, 1981 and as described in note 7(b) relating to Falconbridge Dominicana, C. por A., page 33, of the notes to consolidated 
financial statements. The opinion in our above report is expressed in accordance with Canadian standards and is not qualified with respect to, 
and provides no reference to, this uncertainty since such an opinion would not be in accordance with Canadian reporting standards for auditors 
when the uncertainties are adequately disclosed in the financial statements. A Canadian-United States reporting conflict did not exist in 1980. 


_ Toronto, Canada, January 29, 1982. Chartered Accountants 
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Falconbridge N ickel Mines Limited 


Accounting Policies | 


The consolidated financial statements of Falconbridge Nickel Mines Limited have been prepared in accordance with accounting principles 
generally accepted in Canada, consistently applied. In these statements, references to the Company mean only Falconbridge Nickel Mines 
Limited, the parent company, and references to Falconbridge include the Company, its consolidated subsidiaries and significantly influenced 
companies. The principal accounting policies followed by Falconbridge are summarized hereunder to facilitate review of the consolidated 
financial statements. 


A. Basis of consolidation and accounting standards f 


Investments in subsidiary companies (owned more than 50%) and significantly influenced companies are accounted for as follows: 

(i) Falconbridge generally consolidates the financial statements of subsidiary companies and accounts on an equity basis for those com- 
panies over which it exercises significant influence. Those companies incorporated in foreign countries in which there are significant 
restrictions on the transfer of funds are accounted for on a cost basis; 

(ii) The differences between the interest in the book value of the net assets of consolidated subsidiaries and the carrying value of the 
investments are allocated to the subsidiary’s asset accounts based on their fair values at the date of acquisition. For consolidated f 
operating subsidiaries, the differences are depreciated, depleted or amortized in accordance with the Company's accounting policy f 
for the related asset; and 

(iii) For consolidation purposes foreign subsidiaries’ foreign currency financial statements are restated to accord with the Company’s 
accounting policies. 


B. Translation of foreign currencies 


Foreign currency transactions and account balances have been translated into Canadian dollars as follows: 

(i) Current assets and current liabilities are translated into Canadian dollars at approximate quoted rates of exchange at year end; 

(ii) tems included in property, plant and equipment, other assets, and non-current liabilities are translated into Canadian dollars at rates 
of exchange prevailing when they were acquired or incurred; 

(ii) Revenues and expenses are translated into Canadian dollars at the approximate average monthly quoted rates of exchange, except 
that provisions for depreciation, depletion and amortization are translated at the rates used to translate the related assets; 

(iv) Realized foreign exchange gains and losses are included in earnings; and 

(v) On translation of foreign subsidiaries’ financial statements for consolidation purposes, net unrealized gains are deferred and losses 
are reflected in earnings. 


ee ee 


ee a 


C. Revenue recognition 


Revenues from the sale of refined metals, ferronickel, industrial minerals and metal castings are recorded in the accounts when legal title 
passes to the buyer. 


Estimated revenues are recorded in the accounts during the month when bullion, and metals contained in concentrates which are sold 
under contracts, are produced. The estimated revenues may be subject to adjustment on or before final settlement, usually three or four 
months after the date of production, to reflect changes in metal market prices and weights and assays. 


D. Valuation of inventories 

Inventories are valued as follows: 

(i) Metals inventories are valued at the lower of cost and net realizable value. Cost includes direct labour and material costs as well as 
administrative expenses at the operating properties but excludes development and preproduction expenditures and depreciation. The 
cost of inventories derived from the Company's ore is determined monthly on a “last-in, first-out” basis, the cost of inventories derived 
from the subsidiaries’ ore and other sources is determined monthly on a “first-in, first-out” basis; and 

(i) Supplies inventories are valued at the lower of average cost of acquisition and replacement cost. 


E. Property, plant and equipment 


Property, plant and equipment and related expenditures are accounted for as follows: 

(i) All property, plant and equipment and related capitalized development and preproduction expenditures are generally recorded at cost 
and include, where appropriate, the fair value adjustments referred to in policy A(ii) above. Investment tax credits related to plant and 

__ &quipment expenditures are recorded as a reduction of the cost of the related asset; 

(il) The Company depreciates plant and equipment on a straight-line basis over the lesser of their useful lives or the lives of the producing 
mines to which they relate, limited to a maximum of twenty-five years. Generally the subsidiary companies calculate depreciation on a 

Straight-line basis at rates varying from 5% to 25%. Depreciation is provided on the unit of production basis by the Company's Wesfrob 

Mining Division, Kiena Gold Mines Limited, and by Corporation Falconbridge Copper for certain of its properties; 4 

Idle plant and equipment resulting from temporary curtailments of operations continue to be depreciated. Care and maintenance costs 

during standby periods are expensed as incurred; 

idle plant and equipment resulting from the termination of operations are carried at estimated salvage value. Upon sale or 

abandonment, the cost of fixed assets and the related accumulated depreciation are removed from the accounts and any gains 

or losses thereon are taken into earnings; 


‘(v) Depletion of properties is provided over a period equal to the lesser of the estimated life of the resources recoverable from the 
properties, or twenty-five years; 


(i 


(iV 


Se ee 
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(vi) Development and preproduction expenditures are capitalized until the commencement of commercial production. These, together with 
certain subsequent development expenditures which are also capitalized are amortized over periods not longer than the lives of the 
producing mines or properties, limited to a maximum of twenty-five years; and 

(vil) Repairs and maintenance expenditures are charged to operations or development and preproduction; major betterments and 
replacements are capitalized. 


F. Exploration 


Exploration costs incurred to the date of establishing that a property has reserves which have the potential of being economically 
recoverable are charged against earnings; further costs are generally capitalized and then amortized as appropriate under policy E above. 


G. Research and process development 
Research and process development costs are charged against earnings as incurred. 


H. Retirement plans 


The costs of retirement plans are charged against earnings in the year required fundings are payable and include amounts for current 
service and amortization of past service costs. Past service costs are generally being amortized and funded over periods of up to fifteen 
years. 


|. Income and mining taxes 


All companies follow the deferral method of applying the tax allocation basis of accounting for income and mining taxes. Under this method 
timing differences between the period when income or expenses are reported for tax purposes and the period when they are recorded in 
the accounts result in deferred taxes. 


Where appropriate, income taxes and withholding taxes are provided on the portion of any interest in consolidated foreign subsidiaries’ 
undistributed net income since acquisition which it is reasonable to assume will be transferred in a taxable distribution. 


J. Stock option plan 


The cost to the Company of shares optioned under the plan is allocated over a period of four years from the date options are granted, 
according to the terms of the plan, and is measured as the amount by which the quoted market value of the Company's shares covered by 
the grant exceeds the option price specified under the plan throughout the period that options remain outstanding. 


Stock option plan costs expensed are included in the accounts payable and accrued charges classification of the statement of financial 
position until the options are exercised. 


K. Interest costs 


“oe Interest costs incurred prior to the commencement of commercial production for projects which are specifically financed by debt are 
Y capitalized. Interest costs incurred after the commencement of commercial production are expensed, as are interest costs not identified with 
' specific projects. 


L. Earnings per common share 


| } Earnings per common share are computed using the weighted average number of shares outstanding during the year, after deducting 
¥ shares held by subsidiary companies. 
cp The preference shareholder's prior claim is deducted from earnings for purposes of this calculation. 
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FE alconbridge N ickel Mines Limited (Incorporated under the laws of Ontario) 


Consolidated Financial Position f 
; 
Assets December 31, 
1981 1980 |= 

(000’s) (000’s) 
: 

Current: j | 
Cash and temporary investments, at cost which approximates market value.............. $ 290,363 $ 243,080 ; 
Accounts and metals settlements receivable (note 11, page 35)........ eee ee eee 126,986 108,938 =a 
Inventories of metals (note 6; page 32) ) 520/525 eae! Sule aie Se suletec to petcnlioeee ee a eee ne 132,805 145,384 7 
Inventories of SUDOTES: 0) 2 Li ok Multoslaliy an bu U cues Matsa Pi py tah ae 51,006 50,923 


601,160 548,325 


Property, Plant and Equipment (note 7, page 32): 
Producing assets — 


Plant and equipment, af COSt yi 6 \ fib hela hie ln ak Mae ceca ok eo 700,521 663,122 

Land and properties, at Cost! ))G 8% Mae Se oka 9 ae eye ne 25,235 24,613 
725,756 687,735 

Less accumulated depreciation and depletion... 0... 0.0... cece eee ee eee eee eee 423,925 401,547 
301,831 286,188 

Development and preproduction expenditures, at cost less amounts written off........... 119,661 104,323 


421,492 390,511 
Non-producing assets — 


Properties and projects, at cost less amounts written off.................. 000 eee eeeee 128,519 115,620 
550,011 506,131 


Other: 
Investment in associated and other companies (Statement 5, page 44)................5- 96,965 100,442 
Deposits, long-term accounts receivable and other assets, at cost............-0.-ee eee 3,015 2,169 
Debt discount and issue expenses, at cost less amounts written off..............00eeeee 1,887 2,027 


101,867 104,638 


1,253,038 $ 1,159,094 


eS 
a CCC ll  EEE——E——————EE eee 


(See notes to consolidated financial statements) 
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Statement | 


abilities and Shareholders’ Equit December 31, 
; i 4 ii 1981 1980 
Bet (000’s) - (000's) 
rent: 
on ank PED eOMess MIO 15, PAUG OO) oo a eikips i batccits oko es Gclllaccce bene se cae $ 6,410 $ 5,075 
Accounts payable and accrued charges (note 3, page 30)................ 00... eee 67,067 96,197 
- Salaries BamnraGes ay ater et Erne eRe tu LC Nas hui ldsislece ea bap wet wls 29,023 23,169 
_ Income and other taxes payable..... oA AAR AAT a8 SF aA a 6,840 43,347 
ng-term Oem Gem UU OMOr ecient tet y ea bt batslaaix shee oe Whelalal did tee ve eile 18,650 18,418 
>. | 127,990 186,206 
aie 
Long-Term Debt (notes 3, 8 and 15, pages 30, 33 and 36): 
- Falconbridge Nickel Mines Limited... 0.0... ccc cc ceceeveeeceeeeeevneeees 334,321 167,678 
4: Iconbridge Sloyeeite etek (4 Talo) 77 haan 6 SLA ante St ea 102,602 103,850 
RCOMIDMIGS ohalsln ss) s\n eye is0as hee UN fined SH BEI =e DF a  R 28,463 14,273 
ee | 465,386 285,801 
‘ed Income and Mining Taxes (note 5, page 30).............. 0... eee 87,375 85,284 
ity Interest (Statement 4, page 38)... ee nes 82,639 95,662 
Commitments and Contingencies (notes 7 and 11, pages 32 and 35) 
holders’ Equity 
al (note 9, page 35) — 
Authorized: 
- 25,000,000 Common shares without par value 
_ Issued: 
50 89,368 89,368 
403,459 419,952 
492,827 509,320 
(3,179) (3,179) 
489,648 506,141 


On behalf of the Board: 


4 4 ‘ 


Director 


$ 1,253,038 


$ 1,159,094 


Mae 


Falconbridge Nickel Mines Limited Lee ? : Statement 2 


Consolidated Earnings and Retained Earnings 


Consolidated Earnings (See additional details — Statement 4, page 38) Year ended December 31, 
1981 1980 1979) ae 
(000’s) (000’s) (000’s) §: 
Revenues. lj: l..ifbsssehie nme TURN CRG a NT Te Eke $ 712,952 $ 757815  $ 789418 
Operating expenses: F 
Costs of metal and ‘other product salés <2 2.5 UR) fad ois eee let enn eee 548,080 455,793 469,083 
Selling, general and administrative .:a.c5 0/5 soci; sect whotae cane ate abc eld eeeana a mn ee ee 49,604 40,114 34,136 4 
Development and: preproduction . iii ciate Sac iste siahiee olen sae en 26,755 23,820 11,019 
Depreciation and depletion: ::2 eh: u's ayes se Sh ea Ge eae alc sha ee ee 32,808 30,311 31,613. ae 
Other charges (note 1.4, page’ 36) owes de elec ietane sore la escuela heaven eee ae ee 2,963... _ 15,306 Me 
660,210 565,344 545,851 
Operating profit | oe SO ea RS sak 52,742 192,471 243,567 
interest and other‘incorne 2... 640) ob Se 32,575 37,466 21,815 
85,317 229,937 265,382 
Interest. and debt expenses ois 0/.5 ie Gari Sola eeilepe bal oh eye altel aa ye nreme ee ete en ns 51,344 39,112 36,089 
Exploration (note 12, page 86) .4.. <0. Sa. eeu ccailaad ease tetelh bata alten ee 37,964 28,284 14,297 
Research’ and process'develooment iv), sop say ah edad Sinan en eee Peter 11,105 6,636 3,960 
100,413 74,032 54346 
(15,096) 155,905 211,036. 
Income from investment in associated and other companies (Statement 5, page 44)..... 3,770 9,588 17,589 
Earnings (loss) before taxes and other itemS............ 0... ccc ee (11,326) 165,493 228,625 
Income and mining taxes (note 5, page 30): 
Ourrents. 45 Lb V5 Aa ee ek Cope, eR ea Neti ae Leah oe celal cathe ee 3,458 48,227 54,100 
Deferred.) de tL 2s pV45 2 Lis oe eat eh sebaeca tek on eege (1,246) 31,873 36,898 
2,212 80,100 90,998 
Earnings (loss) before minority interest and extraordinary item.................. (13,538) 85,393 137,627 


Minority shareholders’ interest in earnings (losses) of subsidiary companies { 
PAE eae RL caret Alerts ee horns tonto wisian ross (9,636) 13,971 27,066. 


(Statement 4, page 38) 
Earnings (loss) for the year before extraordinary item.....................-000- (3,902) 71,422 110,561 
Extraordinary item (note 2, page-3O): tics.) lay lisccesheeurue ct aatias saite nia a ee iG een ane (5,122) 37,700 20,000 
Earnings (loss) for the year i005). .4::ci. 6o@ cae g Dae as pee eae ee (9,024) 109,122 130,561 
Dividend requirement on preference shares ov... 6cce elec act lacdcseseeveh yee ee 6,475 5,911 a 
Earnings (loss) applicable to common shares.......... 0.0.0.1 $ (9,024) $ 102,647 $ 124,650 
Earnings (loss) per common share (note 13, page 36): : 
Before extraordinary item) 2. .5..ca% occ dg am hee pet ee Re $(0.78) $13.04 $21.01. 
Extraordinary item. oi sila Ge woke dite gah od eased og pec anton fh Gael 1a cee a (1.03) Tos) 4.02 a 
For the yea iii vont babies esha tt canteen da ene ea orn $(1.81) $20.61 $25.03 
J 
Consolidated Retained Earnings | 


Retainedearmings, beginning of yeart.ct ii.farteaer a oer, donee ink ee wee eee $ 419,952 $ 334,732 $ 225,020 


Earnings: (joss) for the year’... kek wade heeend Oa ee a eee (9,024) 109,122 130,561 — 
i 410,928 443,854 355,581 

Dividends: { 
Common shares (per share: 1981 — $1.50; 1980 — $3.50; 1979 — $3.00)............ (7,469) (17,427) (14,938) 
Preference shares (per share: 1980 — $2.158; 1979 — $1.970)..........ceeee eee (6,475) (5,911) 

Retaihedieanings, ‘end of year. «nck ni eee) ke eel Ieee er aeueeaes $ 403,459 $ 419,952 a0 


$ 334,732 
2a 


(See notes to consolidated financial statements) 
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es of working capital (funds): 
ions — . 
gs (loss) for the year before extraordinary iteM.. 1.6.62... eee eee eee ee 


jends received from companies accounted for on an equity basis in excess of 
Ne eres IASG Sa dene idie ert bliin Wialeust die disrate Mis blvlvlc Pde balp eee 


(TBI ET SOE I OT SA Ee 0 ie ee er eee eee eee 
Bete tee eecrease MIONG-teMM CeDI, Net ei kk ee ee sce eee. 
Bees Pom CispOsal Of (XG ASSEIS ilk sates dae wee es sce wedeweuseee 


App ications of working capital: 
Pro erty, DHA NO SOUIOIMENL EXDENCHUNES wii de kak ee abled ee ek ha ele wee eles 


id payments to the minority shareholders of subsidiary companies............. 
RIC eSOP ME OUICIASSCIS NO es ae iyicllare sat thse wc elein in ee dee eee ce ees 
RMON OF PIGICTENCISNANES kc eke Steet eee eee etna eee eees 
Vidend payments on the preference shareS...........00..ccceuee eee eee ences 


a) 


ase (decrease) in working capital during the year......................00. 


cd nena Tena) ee aN Aaoweis liaise) aii at auis \s (e) 8 ie fe 8" Bilelye)ist web @) a 8 hye w siie) wie a is Be fe we eee ole ee 


e (decrease) in current liabilities — 


1981 
(000’s) 


$ (3,902) 


32,808 
26,755 
86 
2,091 
(9,636) 
(386) 


2,152 
49,968 
179,639 
1,760 


231,367 


44,241 
60,576 
7,469 
3,387 
4,643 


120,316 
$ 111,051 


$ 47,283 
18,048 
(12,496) 
52,835 


1,335 
232 
(59,783) 
(58,216) 
111,051 
362,119 


$ 473,170 


Statement 3 


Year ended December 31, 


1980 
(000's) 


$ 71,422 


30,311 
23,820 
175 
30,729 

13,971 
(449) 
(631) 


(1,357) 
167,991 
(815) 
1,561 
9,165 
177,902 


50,116 
40,879 
17,427 
7,133 
(364) 
75,000 
6,475 
196,666 

$ (18,764) 


$ (16,273) 
(47,042) 
75,274 
T3959 


890 
3,996 
25,837 
30,723 
(18,764) 
380,883 


$ 362,119 


1979 
(00's) 


$ 110,561 


31,613 
11,019 
223 
38,294 
27,066 
(107) 
(1,666) 


(8,669) 
208,334 


34,072 
24,280 
14,938 
4,425 
(189) 


5914 
83,437 


$ 126,099 


$ 155,827 
25,301 
3,003 
184,131 


105 
8,584 
49,343 
58,032 
126,099 
254,784 


$ 380,883 
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Notes to Consolidated Financial Statements 


1. Accounting policies 
The principal accounting policies followed by Falconbridge are summarized on pages 24 and 25. 


2. Extraordinary item 
The $5,122,000 extraordinary item in 1981 reflects the Company's share of costs associated with United Keno Hill Mines Limited’s (United 
Keno) Venus Mine project, which are now considered not recoverable due to depressed metal prices and increased operating costs. United 
Keno is owned 48.4% by the Company and accounted for on an equity basis. As a result of this action, expenditures which have been written 
off in the accounts exceed those which have been claimed by United Keno for income tax purposes by approximately $8,000,000, and this 
amount is available to reduce its taxable income of future years. 
As a result of the public offer made by The Superior Oil Company, Houston, Texas (Superior), to purchase all of the capital stock of Canadian 
Superior Oil Ltd. (Canadian Superior), the Company received, in January 1980, 336,793 shares of Superior (with a quoted market value 
of $59,214,000) and $8,534,000 for its 294,143 Canadian Superior shares. The transaction resulted in a gain of $37,700,000 (net of 
income taxes). 
The extraordinary item for 1979 of $20,000,000 reflects the reduction of deferred income taxes resulting from the carry-forward of prior 
years’ losses. 


3. Translation of foreign currencies 

(a) If translated into Canadian dollars at the year end rates of exchange, long-term debt as at December 31, 1981 would increase by 
$24,910,000 to $490,296,000 (1980 — increase by $29,235,000 to $315,036,000). This change is not necessarily indicative of the 
amount repayable when the obligations are retired. i) 

(b) Net realized exchange losses on foreign currency transactions amounting to $683,000 in 1981 (1980 — losses, $407,000; 1979— 
gains, $1,151,000) have been charged to earnings; net unrealized gains on translation of foreign subsidiaries’ financial statements for : 
consolidation purposes, before minority interest, amounting to $8,192,000 at December 31, 1981 (1980 — $12,144,000; 1979 — 
$10,582,000), have been deferred and included in accounts payable and accrued charges. j 

(c) The average and year end rates of exchange for foreign currencies in which Falconbridge conducts a significant portion of its business 
were as follows: 


U.S. $1=Cdn.$ Norwegian Kroner 1 =Cdn.$ 
1981 1980 1979 1981 1980 1979 


Average tor he yea iui nda a eee Lee hee een $120 $147 $1.47 $021 $024 $023 


At VEGF CNG: rib sistbe lat eaten at tah slate ie oe doe line ek at Rie bates wai §} 1.19 Lele 0.20 0.23 0.24 


4. Retirement plans 

The Company and certain of its subsidiaries maintain retirement plans providing retirement, death and termination benefits for substantially 
all salaried and hourly rated employees. 

Total pension expense for the year was $15,662,000 (1980 — $12,850,000; 1979 — $8,798,000) including past service costs of $7,401,000 
(1980 — $6,317,000; 1979 — $3,238,000). Based on the most recent actuarial evaluation, the unfunded past service costs for all pension 
plans in effect at December 31, 1981 are estimated to amount to approximately $50,000,000 (1980 — $47,000,000; 1979 — $52,500,000) 
including $26,500,000 (1980 — $24,000,000; 1979 — $36,500,000) which is computed to have vested. The companies’ present intention is 
to provide for the unfunded past service costs over periods of up to fifteen years. ; . 


5. Income and mining taxes 
(a) Consolidated income and mining tax expense consists of the following: 


1981 1980 1979 
(000’s) (000's) © (00's) 
Canadian taxes — | 
Gurrenti gL pA Ae lacie ada ee 4 dU Oe bop Soto et eon ee: ea NG AZOS4 $ 45,844 $ 51,482 
DeHeed eet tLe od staid ct dapasdigaiedin ete Cota bok eae © foo in eo ee er 2,328 35,296 32,985 


4379 — 81,140 84,467 


SET I ee ee ees CREM ee epee hehe ne Sue | eet 


Foreign taxes — 


GUITEUI peBe b hte Acar anecdotes Sed eee PR oie BARES Ri tO eT ace a 1,407 2383: | 2,618 * 
ELLER od gt Aap oC OeS LED bart bh ed Settle (ey eoabi Bie eae Ae (3,574) (3,423)). DOyGSiaias 
2,167 (1,040 6531 


a Ee ee eee 


Tolaltaes ships seth di ser tole Pee A ee Oe eal Cee Srey ein renee, $ 2212 $80,100 $ 90998 
a4 re. j 


Se ea 


IE Bee 
Sika 


EDP Me aPC 
Puts. 


te 
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-(b) The provision for consolidated deferred tax expense results from timing differences between the period when income or expenses 


are reported for tax purposes and the period when they are recorded in the accounts. The sources and tax effects of these 


differences are as follows: 


1981 1980 1979 
(000's) (000's) (000's) 
Depreciation claimed for tax purposes in excess of 
depreciation expensed in the accounts, net... 6... ee eee eee Si jvOsh $ 9,069 $ 3,543 
Exploration, preproduction and mine development costs claimed for 
tax purposes in excess of amounts expensed in the accounts, net.................. 7,932 7,970 12,282 
Inventories recorded in accounts on LIFO basis and on 
(| TBO arts PGW wes Gye ON) Pato Cue te iy as a aa aa er (3,349) (9,229) 4,262 
NITES) ET VO oe Tbe) RE EE ie EAB ee ac 29,756 15,606 
Ex GeiiseoOsces ICOTMECIONVAIGAL sane S Wan sce h Faia seed ot sath kos gue Sake wale (2,060) 2,754 
cee eee SORA RPT OPER hs iat feck, fli 6 eid EAMG G adelpiate wip wate es (6,466) (3,633) (1,549) 


$ (1,246)  $ 31,873 $ 36,898 


At December 31, 1981 deferred taxes on the statement of consolidated financial position amount to $87,375,000 (1980 — $85,284,000). 
This amount will be reflected as a component of current tax expense in subsequent years as timing differences are reversed. 


) The difference between the amount of the reported consolidated provision for income and mining taxes and the amount computed by 


multiplying the earnings (loss) before taxes by the Company's statutory tax rates is as follows: 


1981 1980 1979 
Federal and —Provincial Federal and —Provincial Federal and —_—Prrovincial 
provincial mining Foreign provincial mining Foreign provincial mining Foreign 
income taxes taxes taxes Total — income taxes taxes taxes Total income taxes taxes taxes Total 
(000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's} (000's} 
Earnings (loss) before 
NAXCS Ss Hat deaeneestaa al eat $ 8046 $ 8,046 $ (19,372) $ (11,326) $162,414 $162,414 $ 3,079 $165,493 $198,682 $198,682 $ 29,943 $228,625 
Statutory tax rates...... 51% 16.5%* 51% 51% 28%* 51% 49% 29%* 49% 
_ Earnings (loss) before 
_ taxes multiplied by the 
statutory taxrates....... $ 4103 $ 1,328 $ (9,880) $ 82,831 $ 45,476 $ 1,570 $ 97,354 $ 57,618 $ 14,672 
Taxes reported in 
PAMACCOUNNS T0208 iets ajeiers 2,825 1,554 (2,167) $ 2,212 52,179 28,961 (1,040) $ 80,100 55,756 28,711 6,531 $ 90,998 
fy Difference to be 
BR AISGONCHOU by ean eat $ (1,278) $ 226 $ 7,713 $ (30,652) $ (16,515) $ (2,610) $ (41,598) $ (28,907) $ (8,141) 
Reconciliation, tax effect 
of - 
~ (1) Non-claimable 
' BPE CXPSNSeS F125 Aon yes $ 5468 $ 8444 $ 3,182 $ 3844 $ 12,106 $ 4,778 $ 2,498 $ 14,339 $ 1,075 
____ (2) Resource, depletion, 
processing and 
i inventory allowances . (5,547) (4,499) (175) (30,723) (11,352) (844) (37,066) (22,438) (393) 
(3) Adjustments because 
___ of differences in 
companies’ statuto 
; tax rete pas: Le 152 158 6,875 207 (3,241) 2,057 (739) (5,353) (1,395) 
____ (4) Unrecorded deferred Aa 
Meme tax CEDIL: bicce bi. os os ; 
(8) Non-taxable income. . (1,351) (3,877) (10,240) (3,980) (14,028) (8,601) (6,281) (15,455) (7.428) 
mh ; Se UZ78)0S BR2Z2B8 eS. 7713 $ (30,652) $ (16,515) $ (2,610) $ (41,598) $ (28,907)  $ (8,141) 


*Average determined from the graduated scale which ranged from 0% to 40% from January 1, 1979 to April 10, 1979 and 0% to 30% from April 11, 1979 to December 31, 1981. 


0 taxes have been provided by the Company in respect of the earnings of its wholly-owned subsidiary, Falconbridge International 
ited (Bermuda), as a result of the present intention not to transfer, to Canada, its earnings of U.S, $52,225,000 accumulated to 


lecember 31, 1981 (U.S. $35,592,000 to December 31, 1980). 
4 . ! ; , 31 


7. Property, plant and equipment 
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(e) Falconbridge Dominicana, C. por A. (Falcondo), a subsidiary company, has received income tax assessments from the Dominican 
Government for the 1972 and 1973 fiscal years approximating Cdn. $5,800,000. Falcondo is presently appealing these assessmentsto 
a Superior Administrative Court. Management cannot reasonably predict the outcome of this appeal. As a result no provisionhasbeen = 
made by the company or in the consolidated accounts. Bt 

(f) At December 31, 1981 Falconbridge Dominicana, C. por A. has losses, aggregating RD$ 27,757,000, which can be carried forward to | 
reduce its taxable income in future years. The loss carry forwards expire in 1983 — RD$ 2,216,000; 1985 — RD$ 4,709,000;and1986- 
RD$ 20,832,000. In addition, depreciation and amortization charges of approximately RD$ 2,663,000 which have been recorded inthe 
accounts, but not claimed for tax purposes, are available to reduce taxable incomes of future years. a 


. Inventories of metals 
Consolidated metal inventories consist of the following: 


1981 1980 a 
Metals in Finished Metals in Finished 
process metals process metals 
(000’s) (000’s) (000’s) (O00's) 
Derived from: - 
Company's‘ore.s ! 23..wcde Sie aol aa esi ates eave ee $ 19,949 $ 55,017 $ 20,267 $ 50,234 a 
Subsidiaries 2c Gh ii ase ae tps teks bei nea a ne a 6,/07 43,888 6,990 50,532) ae 
Other: SOUPCES 2 aA RNB als SN cael teas ea ee 1,655 5,589 10,693 6,668 
Souheo.aid $ 104,494 $ 37,950 $ 107,43458 ee 
Total inventories: of metals id cen eeees eae aie ane wets erat sree ean $ 132,805 $ 145,384 a 
The December 31, 1981 inventory of ferronickel produced by Falconbridge Dominicana, C. por A. was written down by $3,521,000, to an ~ 
estimated net realizable value. :: 


For information on the effect of general inflation on inventories and the current cost of inventories, see page 48, “Impact of inflation— financial | 
reporting and changing prices”. || 


(a) The following table details consolidated property, plant and equipment on a functional basis (See note 2(b) of the notes to statement of 4 
segmented information, page 40): ! 


1981 1980 
Accumulated Accumulated y 
depreciation Net book depreciation Netbook ~ 
Cost and depletion value Cost and depletion value 
(000’s) (000’s) (000’s) (000’s) (000’s) (000's) — 


Property, plant and equipment: ei 
Producing assets — hr 
Plant and equipment: 
Mines, mining plants and ancillary 


miningiassets. (754 7h Guanes ea $ 425,750 $ 271,937 $ 153,813 $ 400,409 $ 255,220 $ 145,189 
SMOlel Tis acc3..4 ae cece oar ae 107,617 32,039 75,578 107,963 30,644 77,319 
RERMERY 2s ranted uy dain asin aaa omnia 107,471 64,158 43,313 97,876 62,233 35,643 
Townsites and other company housing. . 16,419 11,190 5,229 16,972 11,394 5,5/ Sean 
Transportation, including facilities....... 10,790 9,987 803 10,314 9,918 396-8 
Others ce ak rad toe ee aera 32,474 16,681 15,793 29,588 14,730 14,858 My 

700,521 405,992 294,529. 663,122 384,139 278,983 a | 
Properties o0.:) aoe yaa Fea 23,484 17,933 5,551 22,887 17,408 5479 
Le tacit yiincl ba aot GLa tse ae ae 1764 1,751 1,726 neat 2678 
25,235 17,933 7,302 24,613 17,408 7,205 
4 
$ 725,756 $ 423,925 301,831 $ 687,735 $ 401,547 286,188 
Non-producing assetS............... 34,689 
336,520 
Development and preproduction 
expenditures: 
Producing assets «ioc at secre ae 119,661 
Non-producing assets............... 93,830 


213,491 
$ 550,011 $ 506,131 — 


For information on the effect of general inflation on property, plant and equipment and the current cost of property, plant Jipment, 
a eA ; ’ , plant and equipment, — 
see page 48, “Impact of inflation — financial reporting and changing prices”. pig ‘ i net 


- ; iy 


) Ae (b) As a measure designed to minimize supplementary financing by the project sponsors during a period of uncertain demand for 


ferronickel, Falconbridge Dominicana, C. por A.’s (Falcondo) production operations were temporarily shut down on January 13, 1982 
(see note 17, page 37). The property, plant and equipment are being maintained on a standby basis on the expectation that production 
operations will be resumed at a later date. Under the present economic conditions Falcondo is dependent upon continued financial 
support from its sponsors, see note 8, below. 

While it is difficult for management to determine when conditions will improve sufficiently to warrant the resumption of the production 
operations, it is their opinion that the $101,270,000 net aggregate carrying value of the property, plant and equipment and preproduction 
and other deferred charges will be recovered over the long term. 


Non-producing assets do not include the assets placed on a standby basis (referred to in note 7(b) above) but consist of the following: 


1981 1980 
(000's) (00's) 
Company and project 
Falconbridge Nickel Mines Limited — 
SREY 2 AES Pa Ta Ya A a $ret 75.808. iS +-50;/835 
ee er te Mme ay he Ma NA ehh Lie ee ae ees 7,520 5,677 
Falconbridge Nikkelverk Aktieselskap — 
SUSU Sesion Oey rete (IL 4 antag bel tka fs BU Ot aU ae ee 9,017 
Kiena Gold Mines Limited — 
era ae no ao ENISLIVIN) tat deter et. pt chat y cies elaperct es ae lis che aie td gece ae ee eae 8,916 
_ New Quebec Raglan Mines Limited — 
Subsidiary’s Cape Smith-Wakeham Bay properties (iii)... 0.00. ec eee 40,726 35,185 
ie eto eae SONOS CIS (IN) italics aeahy wero diate hu cco Rsios cna dado das gees 4,970 5,990 


$ 128519 $ 115,620 


(i) In the preproduction or construction stage. The Fraser mine was officially opened on September 12, 1981 but is not yet in 


commercial production. Falconbridge Nikkelverk Aktieselskap’s process revision program was completed and Kiena Gold Mines 
Limited’s property commenced commercial production in 1981. 


(ii) Includes the costs related to certain projects upon which further work has been suspended pending more favourable economics. 
Falconbridge believes these costs will be recovered. 


(iii) Exploration, development and other expenditures relating to New Quebec Raglan Mines Limited (a 68.55% owned subsidiary) 

and its wholly-owned subsidiary company, Société Miniére Raglan du Québec Ltée (formerly Raglan Quebec Mines Limited) 
(Raglan), incurred in the development of the latter company’s Cape Smith-Wakeham Bay properties. 
These costs have been capitalized with the intention that they will be amortized by charges against income from future 
mining operations. In 1971 underground work on the properties was suspended. Studies recommenced in 1980 and have 
continued on the feasibility of bringing the properties into production. Profits commensurate with the risks of operating in 
such a remote northern location must be indicated before development to production. The exploration permits and development 
licences pertaining to these properties expire in 1982 and Raglan has retained the mineral rights on these deposits by the staking 
of mineral claims. 


ia 
8. Long-term debt 


__ A. Details of long-term debt are as follows: 
aa 1981 1980 
(000's) (000's) 
(i) Falconbridge Nickel Mines Limited 
7.75% Sinking fund debentures maturing February, 1991 (a).... 6... ee $2542 500 ue $.0,,43,750 
8.85% Sinking fund debentures maturing May, 1996 (1981 — U.S. $43,565,000; 1980 — U.S. 
a OO ea ROE EUR Aen Tae Ee slwie teva dic kiig re eile sie a salle net tlhe mule o's 44.518 48,028 
Bank loans (c) — 2 
Due Pecember 3191960 1U,510125,000,000'IN 1981) oa ce ene ee 147,204 75,900 
Die Beeee not 1 SOOO, P40,000,000) as Be ame hisie Wclese we tee cele ae ewe eee 47,105 
Ty ides splat ope stent sek oie 0,600 0.6) PN a ae nee Rect! deat i (a a ee es Se 52,994 


ee ee ee ee a 
ooaSaaeee_—OSS——0——09$$$90——SaSa—aNaoasS<s$Ssss—_mw es vcs en 


(a) The Company is required to make sinking fund payments sufficient to retire $1,250,000 principal amount of the 7.75% 
debentures in each of the years 1982 to 1990. ay. 
(b) The Company is required to make sinking fund payments sufficient to retire U.S. $3,000,000 principal amount of the 8.85% 
debentures in each of the years 1982 to 1995. 
(c) The bank loans reflect borrowings under lines of credit extended by a Canadian bank. 
The Cdn. $75,900,000 loan outstanding at December 31, 1980 was converted to a U.S. dollar loan and increased to U.S. 
$125,000,000 on November 27, 1981 under a line of credit of Cdn. $180,000,000 (or the U.S. dollar equivalent thereof) 
extended by the bank until December 31, 1986. Interest is payable monthly at the rate of 14 of 1% over the bank's minimum 
commercial lending rate if the loan is taken in Canadian dollars, or based on the London Interbank Offered Rate (LIBOR) if taken 
inU.S. dollars. A fee of 4 of 1% applies to any undrawn portion of the credit, payable monthly. Interest was payable at 13.52% as 
at December 31, 1981. 


33 


Falconbridge Nickel Mines Limited Bi epiy sel uti oe a 


Under a U.S. $85,000,000 line of credit the Company borrowed, on November 27, 1981, U.S. $40,000,000, due December 31, , 
1986, at 15.88%; and U.S. $45,000,000, due December 31, 1988, at floating rates based on LIBOR, interest was payable at 
13.94% as at December 31, 1981. 


1981 1980 


wee hah ai nS aa eo ee SS SS SS SS 
(ili) Other companies 
Kiena Gold Mines Limited — Bank loan due December 31, 1986 (16.8% at December 31, 1981) i 
(see note. 15,;page, 36) 3.2555 kb paced suk pia Sparel tease eve ey hea pints rsame af $ (21,796 $ °2.8,10008 


Others — various maturity dates and interest rates... 0.0... ce cee ete eee eees 6,667  M6173m 


(00's) (00's) 
(ii) Falconbridge Dominicana, C. por A. (Falcondo) (RD$1 equals U.S. $1) 

(a) Due to Loma Corporation (Loma)* (Payable in U.S. currency) — mu. 
8.73% Series © demand morigage notes’ = "-s.. -) she vances ae eee a eee RD$ 50,790RD$ 60,950 | 
8.5% Series D demand subordinated notes ivi 20 Go 2h ene) beds sna eneee teehee eee 34,000 34,000 ae 

7 84,790 94,950 
* Payment will only be demanded under certain specified circumstances, the most significant ie; 
being to meet payments due on notes of Loma (a U.S. financing company) issued in the same i 
principal amounts and at the same interest rates as the above demand notes, as follows: ; 
8.73% Series C secured sinking fund notes, due in semi-annual payments of U.S. $5,080,000 
1982 to 1986 inclusive (this schedule of repayments reflects the 1978 deferment of principal ¥ 
repayments aggregating U.S. $15,240,000); and ‘ ia 
8.5% Series D guaranteed sinking fund notes, due in semi-annual payments of U.S. $3,400,000 Be, 
1987 to 1991 inclusive. TE 

(b) Due to International Bank for Reconstruction and Development (IBRD) — ee | id 

7% Loans, due semi-annually to 1984, payable in various currencieS...............-.. 10,728 14620 
95,518 109,570 

(c) Housing — o) 
9.5% Mortgages on houses repayable monthly to 1993 in Dominican Republic currency 1,766 1,873 if 

(d) Subordinated advances by shareholders — ag 

Advances from the Company and the other sponsor under the terms of the agreement which i a 
requires the Company and the other sponsor to provide, respectively, 60% and 40% of the >) 
funds required by Falcondo to meet its cash requirements — interest rates vary from 12% h :) 
to 21.5% (weighted average 17%), due not later than December 15, 1991............ 39,188 14,223 

(e) Other — oe 

Unsecured borrowings payable in U.S. funds, bearing interest at 10.5%, due in semi-annual ba j 
installments to 1985): pc. 8% G44 4 ed Wises & bie Bre bane, te Bee ee ee 1,372 VAS ar 

137,844 127,380 | 

Less long-term debt. maturing! within! one yeari sia 2k eae > che wie ale run eee aes 14,196 14,264 — “BBE 
Total — As reported by Falcondo in Dominican. Republic currency, translated at year-end rates . . 
Ofiexchange fide ela lle PRES Laas a Peek Re ee ee RD$ 123,648 RD$ 113,116 | 

Total — Expressed in Canadian currency and reflecting consolidation adjustments and Falconbridge’s Fi 44 

translation policy (1981 net of $16,826,000 maturing within one year)... ......... 00sec ee $ 102,602 _ $ 103,850 “aig 


Total (1981 net of $911,000 maturing within one year) ............ cece ec ceeceeeseeeuas $ 1128463 Vi. 1) 14,273 ; 
(iv) Maturity and sinking fund requirements Bi 
Maturity and sinking fund requirements (stated at 1981 year-end rates of exchange) for the next five years are as follows: | Se 
1982 — $18,650,000 1985 —$ 18,298,000 : oe 
1983 — $23,216,000 1986 — $235,404,000. ii 
1984 — $23,231,000 | | ae 
B. Guarantees, covenants and restrictions: + t | 
(i) Falconbridge Nickel Mines Limited (the Company) has guaranteed portions of the long-term debt and other obligations of { 
Falconbridge Dominicana, C. por A. (Falcondo), the details of which are as follows: -eanes 


(a) Loans to Falcondo amounting to RD$95,518,000 are secured by a first mortgage on the assets of the project, which have a 
net aggregate carrying value of RD$151,718,000 at December 31, 1981. The Company has agreed to buy all ferronickel o q 
commercial value produced by Falcondo and is also obligated to provide 60% of the funds required by Falcondo to enable 
it to meet its operating costs and debt service obligations in the event receipts from the sale of ferronickel produced by 
Falcondo and other receipts are insufficient for that purpose. (The Company has been required since July, 1980, in — 
accordance with the terms of the financing agreements to provide funds totalling U.S. $23,513,000 (1981 — U.S. $14,979,000; 
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ee ea ee 


f 1980 — US. $8,534,000), representing 60% of the total amount required by Falcondo to meet its cash requirements. The 
i funds so provided to Falcondo are evidenced by notes, which are subordinated to all other debt instruments and can 
# only be repaid under certain circumstances, and bear interest at rates related to the U.S. prime rate which is in effect on 
} the date the notes are issued). The loans from Loma Corporation are covered by specific risk insurance issued by the Overseas 
Private Investment Corporation. 


: (6) The Company has pledged all of its shareholdings in Falcondo against repayment of the Loma Series C demand mortgage 
ae notes and the IBRD loans. In addition, the Company has made a direct guarantee for repayment of 60% of the Loma Series D 
demand subordinated notes. 


FF (c) In accordance with the terms of the loan agreements, funds of $2,395,000 (1980 — $1,980,000) (included with cash and 
temporary investments) are on deposit with the Trustee for use in paying current debt service and operating expenses of 
Falcondo. 


(ii) During the period that the Falcondo loans are outstanding, there are certain restrictions placed on the amount and nature of 
Pe . borrowing that the Company may undertake. Covenants given by the Company in this respect are substantially the same (other than 
the restriction on the payment of dividends) as those given by the Company under its 8.85% debentures which include limitations as 
to: 


(a) The amount of dividends which may be paid by the Company (see note 8 B (iii) below); 
(b) The assumption of additional debt; and 
| (c) Guarantees which it may give on certain indebtedness of its subsidiary and other companies. 


(iii) At December 31, 1981, the portion of retained earnings restricted under the 8.85% debenture covenants and not available for 
dividend payment and share repurchase was $170,905,000 (1980 — $170,905,000). 


9. Capital 
He (a) Preference shares ae 

None of the Company's 7,000,000 authorized preference shares of the value of $25 each were issued in 1981 or 1980. In 1980, 
3,000,000 Variable Rate Cumulative Redeemable Preference Shares, Series “A”, were redeemed and cancelled. 


_ (6) Common shares 

In 1979, the Company reserved 200,000 unissued common shares without par value for the purpose of granting options to purchase 
shares of the Company to certain full time employees of the Company or a subsidiary or associated company. The price for which the 
shares may be optioned is the closing bid price for the common shares on the business day immediately preceding the granting of the 
option less a discount of 10%. 

Options are exercisable, over a period of ten years from the date granted, and are earned at the rate of 25% of the shares optioned times 
the number of periods of twelve months each which have elapsed since the date the option was granted less the aggregate number of 
options already exercised or surrendered. The optionee may also be given the right, at the time of exercise, to surrender the right to 
purchase shares under the options in return for receipt of cash equal to the excess of the fair market value of the shares over the option 
price thereof. Options were granted on November 16, 1981 to purchase 122,000 shares under the stock option plan at a price of $57.15 
per share. The cost to the Company, in 1981, of share options granted under the plan was $135,000. 


. Interest in investees’ undistributed earnings ‘ 
Consolidated retained earnings includes the Company's share of the undistributed earnings of its (i) consolidated subsidiaries; and (ii) 
equity accounted for companies, which, respectively, amounted to $87,242,000 and $8,291,000 (1980 — $89,627,000 and $15,565,000; 
1979 — $82,900,000 and $14,208,000). 


_ 11. Commitments and contingencies ; 
(a) There are commitments outstanding at December 31, 1981 aggregating approximately $3,700,000 (1980 — $6,200,000) in 
; ~ connection with capital expenditure programs. 
(6) The following are under continuing study and discussion with Government officials: ; 

(i) The construction of Canadian facilities for refining ores mined in Ontario. However, the Company has received an exemption by 
the Ontario Government, until December 31, 1989, from a requirement to refine in Canada ores mined from certain properties of 
the Company in Ontario, such exemption being limited to the quantity of nickel-copper matte capable of producing not more than 
100,000,000 pounds of refined nickel per year; ) 

(ii) The requirement that, by December 31, 1983, the Company take such steps as are necessary to reduce emissions of sulphur 

dioxide from its Sudbury smelter complex so that in the aggregate they comply with the standards prescribed by the 
Ontario Government; and ae 

(ii) The mounting concern of Environment Canada (an agency of the Federal Government) regarding acid rain and long range 
transport of pollutants. 

It is presently not practicable to estimate the potential costs which may arise from these items. aie sf 

(ce) During 1981, 1980 and 1979 a portion of accounts receivable was either sold without recourse or discounted with recourse. The cost, 

ia Balch Was charged against So ante amounted to $6,774,000 in 1981 (1980 — $4,514,000; 1979 — $2,032,000). As a result of these 

transactions, at December 31, 1981, the Company has a contingent liability of U.S. $22 944,000 (1980 — U.S. $18,180,000). (See note 

\ 15, page 36). . 

_ (d) See notes 4, 5(e), 7(b) and 8 B(i), pages 30, 32, 33 and 34, respectively, which detail other commitments and contingencies. 
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Falconbridge Nickel Mines Limited 


12. Transactions with related companies 

Falconbridge is a member of a group of related companies. The Company's holdings in this group are described in Statement 5, page 44. 

Other significant holdings within the group include The Superior Oil Company’s (Superior) 24% interest in Western Platinum Limited 

(Western Platinum) and its 100% interest in Canadian Superior Oil Ltd. (Canadian Superior). Mcintyre Mines Limited (Mcintyre), which 

holds a 36.8% interest in Falconbridge, is owned 26.6% by Superior and 26.4% by Canadian Superior (which has an 8.8% interest in 

Falconbridge). 

The following transactions of an ongoing nature occurred between Falconbridge and other members of the group: 

(a) Matte produced from Western Platinum ore is refined on a fee basis and the refined metals are marketed on an agency basis by 
Falconbridge. Fees and commissions totalled $6,748,000 in 1981 (1980 — $7,061,000; 1979 — $6,648,000). 

(b) The Company engages in a number of mineral exploration programs with Superior and other members of the related group. The 
Company’s participating interest in these projects ranges up to 51%, and the Company's cost is equal to its share of the overall cost. 
The most significant of these ventures include: 

(i) Exploration and development on mining claims in northern Chile pursuant to agreements between the Company, Superior, 
Canadian Superior, Mcintyre, the government of Chile and private parties. The Company's minority participationtodatehasbeen 
$7,114,000 of which $2,444,000 was expended in 1981 (1980 — $2,162,000; 1979 — $1,431,000); 

(ii) Exploration for minerals in various African countries pursuant to an agreement between the Company and Superior. The 
Company's participating interest is 50% and to date it has expended $11,335,000 on these projects, of which $3,790,000 was 
expended in 1981 (1980 — $4,799,000; 1979 — $2,118,000); and 

(iii) Exploration for minerals in North America. Participation, pursuant to an agreement with Superior, ranges up to 51% and to date 
the Company has expended $4,885,000, of which $2,690,000 was expended in 1981 (1980 — $1,762,000; 1979 — $433,000). 

See also notes 2 and 8B (i)(a), pages 30 and 34, for other transactions which occurred between the Company and related members of the 

group. 


13. Earnings per common share 
Earnings per common share are based on the weighted average number of common shares outstanding during each year (after 
deducting shares held by subsidiary companies) as follows: 
1981 and 1980 — 4,979,272; and 1979 — 4,979,184 


The preference shareholder’s prior claim is deducted from earnings for the 1980 and 1979 calculations. 


14. Other charges 
Other charges of $2,963,000 in 1981 reflect a provision for employee severance payments and for the expenditures required to place 
Falconbridge Dominicana, C. por A.’s (Falcondo) assets on a standby basis, see note 17, page 37. 


Other charges of $15,306,000 in 1980, represent the costs incurred during the five-month shut down of Falcondo’s ferronickel production 
operations. 


15. Compensating balances and borrowing arrangements a ; 
No company within the Falconbridge group of companies is required to maintain a compensating balance under any borrowing 
arrangement. Falconbridge Dominicana, C. por A. is required, under loan agreements, to keep funds on deposit with the Trustee for use in 
paying current debt service and other expenses (see note 8 B (i) (c), page 35). 
The various borrowing arrangements, which have been established over a period of years, are as follows: 


FALCONBRIDGE NICKEL MINES LIMITED / ¥ 
in addition to the lines of credit detailed in note 8 A (i) (c), page 33, the Company has an additional $75,000,000 operating line of creditwith 

the same Canadian chartered bank. The interest rate for this line is the bank’s prime lending rate. This line of credit may also be used to 
discount U.S. trade paper at rates prevailing at the time of discounting. There is no commitment fee on this line which may be withdrawn at 


the bank's discretion. As at December 31, 1981 the Company was contingently liable to the bank for U.S. $10,360,000 with respect to trade 
paper discounted with recourse. 


[he Company also has a $50,000,000 line of credit with a second Canadian chartered bank. This line of credit can be converted to U.S. — 
dollar loans at the bank's option. The interest rate for Canadian dollar drawings under this line is the bank's prime lending rate. For U.S. — 
dollar borrowings the rate is the bank’s U.S. base lending rate. The line of credit is also available to discount U.S. trade paper atrates 
prevailing at the time of discounting. There is no commitment fee and this line may be withdrawn at the bank's discretion. As at December — 
31, 1981 the Company was contingently liable to the bank for U.S. $9,544,000 with respect to trade paper discounted with recourse. 
[he Company also has a U.S. $40,000,000 line of credit with a U.S. bank under which the Company may sell U.S. dollar accounts 
receivable at rates prevailing at the time of sale. There is no commitment fee on this line which expires December 1, 1982. As at December — 

31, 1981 the Company was contingently liable to the bank for U.S. $3,040,000 with respect to the sale of accounts receivable with recourse. _ 
Use of these lines of credit is restricted under guarantees and covenants, see note 8 B, page 34. i 
INDUSMIN LIMITED 


At December 31, 1981 Indusmin Limited (Indusmin) had an unsecured demand loan totalling $5,945,000 outstanding to a Canadian bank 
pursuantto a line of credit of $9,000,000 extended by the bank. No commitment fee is payable for this line of credit which can be withdrawn 
at the bank's discretion. Interest is payable at the bank's prime lending rate. During the year, the largest amount of indebtedness 
outstanding at any one time was $7,714,000 and the average was $4,472,000. Interest was payable at 17.0% at December 31,1981 and 
- averaged 19.3% during the year. The aforementioned $9,000,000 line of credit may also be utilized by way of banker’s acceptances. 


Indusmin pays ¥ of 1% to the bank for their acceptance. At December 31, 1981 $3,000,000 banker’s acceptances were outstanding atan — 
average rate of 16.7%. ein >. 


— 
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Fahramet Limited (Fahramet), a wholly-owned subsidiary of Indusmin, has arranged with a Canadian bank, a $7,000,000 revolving credit 
and term loan facility secured by hypothecation of shares of Fahramet owned by Indusmin. No commitment fee is payable for this loan 
facility which gives Fahramet various currency and interest rate options. The line of credit may also be utilized by way of banker's 
acceptances for which Fahramet pays ¥ of 1% to the bank for their acceptance. This loan is repayable in quarterly installments over a five 
year period commencing December 15, 1982. The largest amount of indebtedness outstanding at any one time in 1981 was $4,000,000, 
the average for the year was $4,000,000 and $4,000,000 was outstanding at December 31, 1981. Interest was payable at 16.8% as at 
December 31, 1981 and averaged 18.7% during the year. 

At December 31, 1981, American Nepheline Corporation (ANC), a wholly-owned subsidiary of Indusmin, had a term loan totalling U.S. 
$1,800,000, from a U.S. bank, secured by hypothecation of shares of Lawson-United Feldspar and Mineral Company (a wholly-owned 
subsidiary of ANC). The loan is repayable in quarterly installments over a five year period and bears interest at 1% above the U.S. dollar 
London Interbank Offered Rate for Eurodollars for selected maturities. The largest amount of indebtedness outstanding at any one time in 
1981 was U.S. $2,300,000 and the average for the year was U.S. $2,111,000. Interest was payable at 11.5% at December 31, 1981 and 
averaged 12.2% during the year. 


KIENA GOLD MINES LIMITED 

Kiena Gold Mines Limited (Kiena), has arranged a $25,000,000 Revolving Term Credit, due December 31, 1986, with a Canadian bank. 
The loan is secured by a fixed and floating charge upon Kiena’s assets. Interest on this loan is payable at 2 of 1% above the bank’s prime 
lending rate. Kiena also has an option to utilize this Term Credit facility by way of banker’s acceptances. Kiena pays % of 1% to the bank for 
their acceptance. The largest amount of indebtedness outstanding at any one time in 1981 was $22,472,000, the average for the term of 
the loan was $15,676,000 and $21,796,000 was outstanding at December 31, 1981. Interest was payable at 16.8% at December 31, 1981 
and averaged 19.3% during the term of the loan. No commitment fee is payable for this term loan. 


Reconciliation of earnings (loss) prepared in accordance with generally accepted accounting principles (GAAP) in Canada to 
accord with accounting principles which are generally accepted in the United States (U.S.): 


Year ended December 31, 


1981 1980 1979 
(000’'s) (000’s) (000’s) 
EAiMCSiiGss) [onthe year: aS TEPONCO iy vee ee Mules Fa ORS dew wh es $ (9,024) $ 109,122 $ 130,561 
Add (deduct) extraordinary item, as reported (iV)... ee 5,122 (37,700) (20,000) 
Adjustments to accord with U.S. GAAP: 
1.Record long-term debt at exchange rate current at the end of each year (i)... 2.2.2... 2,622 (1,151) 4,050 
2.Record gains which were deferred on translation of foreign subsidiaries’ accounts 
POEMS DOSES) ka euranee ye coup leis dais ij alin one weeds a wcceraiile scecud@lace dn bus « (2,827) 1,582 (1,459) 
AGE sna ChietaX TEASSCSSITIGMISMIIny tals hae a gre Ge QE ele Wiguerslih ca es else bd wee 3,296 
AuReCORG Cap alZauON ON UMeNESCOSIS) (IM) ici. talks ous tale wie eel lave a a lake laleece Abe WS as 5,878 3,324 
OpAnonizalon oncapralized: interest COSIS (iN Clo A ra Se. ek ey eae (18) 
Earnings (loss) from continuing operations in accordance with U.S. GAAP.............. 1,753 VON LT 116,448 
NULie OINOLVEHESAVING PTOIECL COSISIIVJN tyunie alae sistas wostine de Osun Sle ede Wk ele whit es (5,122) 
DispOsa homechlaGiclt SUDETIOn SMALES MIVLle Nuss Weis ait pletslicaie eiie’e piae to RK ba ey wa 37,700 
eulecto: fol mel ayy Gln qui mated sw Gy V\ i (1) Pa A eee ee ect Are a a 20,000 
Earnings (loss) for the year in accordance with U.S. GAAP... 6... ee eee eae $ (3,369) $ 112,877 $ 136,448 
Earnings (loss) per common share in accordance with U.S. GAAP: 
Ti aero VI ELB MIN et ee Tee eka PO Pee SRNL a RETO ge pera $ O85 hic 1380. $h 22.20 
MUM CIS WAUTENSTONEG) COSTSaT iM inr cei te acl SiH th Gy Wiis Where ale Fw Tellelekie Wirt te win (1.03) 
Disposal Ob © anadiei SHDEKON SINGRES oun a) teliis bia stare lene wa tal oe wee Wiate ee w ela eens Teoy 
ESOT e an MONTEL Vy eCIIi ncaa MINA Saad Dm What ata Kiothoie oki, Re wo nrscie ler wedaice asbelse wile ae 4.02 
eee ie ee aN erm PMV LLL lemniiG IY yegad vksiai elt Ses aii daeanrale ledapin Dike lec asyee wf Se MOUS) iby le Lae ee eee 


(i) Under Canadian GAAP Falconbridge translates long-term debt into Canadian dollars at rates of exchange prevailing when the debts 
were incurred and defers net unrealized gains on translation of foreign subsidiaries’ financial statements for consolidation purposes. 
U.S. GAAP require recognition of all gains or losses resulting from translation of foreign currencies at year-end exchange rates. 

(ii) Under Canadian GAAP Falconbridge gives retroactive accounting treatment to reassessments of prior years’ taxes, The U.S. 
professional pronouncements require that the cumulative effect of the tax reassessments be given recognition In current income. 

(ii) Consistent with the Canadian mining industry's policy of capitalizing all costs incurred during the preproduction stage of a project, 
Falconbridge capitalizes interest costs incurred prior to the commencement of commercial production for projects which are 
specifically financed by debt capital. Interest costs incurred after the commencement of commercial production are expensed. 
For fiscal years beginning 1980 U.S. GAAP require the capitalization of interest costs as part of the historical cost of acquiring 
certain assets whether or not the assets are specifically financed by debt. ‘ 
Capitalized interest costs are amortized on the same basis as the related assets. 


: (iv) See note 2, page 30. 
paz. 


Subsequent event ae ik: 
On January 11, 1982 Falconbridge Dominicana, C. por A. announced that its ferronickel production operations in the Dominican 


Republic would be shut down temporarily from January, 13, 1982. Production will resume as soon as conditions warrant (see 
‘notes 7(b), 8 B and 14, pages 33, 34, and 36 respectively). 
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EARNINGS (note 2): 
Revenues 


Operating expenses — 
Costs of metal and other product sales 
Selling, general and administrative................ 
Development and preproduction 
Depreciation and depletion 
Other charges 


Operating profit (loss) 

Interest (net) and debt expenses 
Exploration 

Research and process development 


Earnings (loss) before investment income and taxes... . 
Investment income 


Earnings (loss) before taxes 
Income and mining taxes 


Earnings (loss) for the year before other items 
Minority shareholders’ interest in earnings (loss) 


Falconbridge's interest in above earnings (loss) after 
consolidation adjustments (note 2) 


FINANCIAL DATA (note 1): 
Working capital (note 4) — 
Current assets 


Property, plant and equipment 
(notes 2 and 5) — 
Producing assets, at net book value — 
Plant and equipment 
Land and properties 
Development and preproduction expenditures 


Non-producing assets, at cost less amounts written off. . 
Long-term debt 
Minority shareholders’ interest in net assets 
DIVIDEND PAYMENTS TO 
— Company 
— Others 
ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT. . . . 


MARKET VALUE OF FALCONBRIDGE'S 
SHAREHOLDINGS (note 6) 


PRINCIPAL LOCATION OF ASSETS 


PRINCIPAL PRODUCTS 


MAJOR MARKETS FOR PRINCIPAL PRODUCTS 


(See notes to statement of segmented information) 


Falconbridge Nickel Mines Limited 


Segmented Information dousands of cota 


December 31, 1981 
t Oamites 
; ; Kiena Mining 
Integrated Wesfrob Corporation Falconbridge Gold Company 
Nickel Unallocated Mining Falconbridge = Dominicana, Indusmin Mines (Proprietary) Consolidation Consolidated 
; Operations corporate Division Copper C. por A. Limited Limited Limited Other adjustments: total 
i (100%) (100%) (100%) (50.2%) (65.7%) (70.8%) (68.3%) (74.9%) 
i (note 1) (note 1) (note 2) (note 7) (note 8) (note 2) 
$367,360 $ 4,623 $ 18,104 $ 76,939 $144,469 $ 70,003 $ 7,040 $ 13590 $ 4139 $ 6685 $712,952 
we 
249,642 18,733 66,061 139223 52144 5,646 10,650 1,824 4,157 548,080 
: 25,143 7,391 5 1,441 11,693 7,299 2,258 947 (6,573) 49,604 
‘ 14,715 340 9,314 1,546 31 260 1,096 (547) 26,755 
p47, 007 201 1,093 1,920 7,434 3,325 180 1,113 422 113 32,808 
2,963 2,963 
a 507 LOI2 a nest 78,736 162,859 62,799 6086 15,117 3,193 (2,850) 660,210 
- 60,853 (2,969) (2,067) (1,797) (18,390) 7,204 954 (1,527) 946 9,535 52,742 
} 1,027 4,201 (13,012) 16,754 1,991 1,057 (22) (1) 6,774 18,768 
§ 5,540 16,392 12,430 746 93 5 2,758 37,964 
- 10,755 350 11,105 
BW7,322 20,593 (582) 17,500 2,434 1,062 (22) 2,757 6,774 67,838 
43,531 (23,562) (2,067) (1,215) (35,890) 4,770 (108). (1,505) — (1,811) 2,761 (15,096) 
i 770 43. | 25 23 (91) 3,770 
x 43,531 (19,792) (2067) (1,172) (35,890) 4,795 (108) (1,505) = (1,788) 2,670 (11,326) 
- 12,472 (5,832) (978) (1,675) = (2,430) 1,722 (50) (600) 84 (501) 2,212 
5 31,059 $ (13,960) $ (1,089)$ 503 $(33,460)$ 3,073 $ (58) $ (905) $ (1,872) $ 3,171 $ (13,538) 
i $ 250 $(10,541) $ 926 $ (18) $ (227) $ (26) $ (9,636) 
5 31,059 $ (13,960) $ (1,089) $ 266 $(19,687) $ 2,037 $ 6 $ (693) $ (1,941) $ (3,902) 
i 
: $412,454 $ 6940 $110,970 $ 68,665 $ 28,797 $ 1,422 $ 5206 $ 1,259 $(34,553) $601,160 
4 99,914 2,478 7,267 «29,147 13,418 2,635 1,911 1,213 (29,993) 127,990 
$312,540 $ 4462 $103,703 $ 39,518 $ 15,379 $ (1,213) $ 3.295 $ 46 $ (4,560) $473,170 
$175,470 $ 3581 $ 9,720 $ 71,037 $ 19,242 $ 10240 $ 2964 $ 1,991 $ 284 $294,529 
3,326 1,795 1,244 412 47 1,082 (604) 7,302 
62,639 SSO a Alia ln oolobe 341 15,380 226 (7,558) 119,661 
$241,435 $ 4120 $ 24,132 $106,514 $ 20,827 $ 26032 $ 3,237 $ 3,073 $ (7,878) $421,492 
$ 82,876 $ 288 $ 639 $ 41,040 $ 3,676 $128,519 
$334,321 $130,437 $ 5,130 $ 21,796 $ 1,537 $ (27,835) $465,386 
$ 60,860 $ 4444 $ 8729 $ 229 $ 1,321 $ 7,056 $ 82,639 
$ 2,595 eA 3) $ 1,588 $ 4,919 
$ 7,469 $ 2,575 S35 $ 10,359 
$ 70,927 $ 1,766 $ 8119 $ 89 $ 1,922 $ 15,121 $ 429 $ 6,444 $104,817 
$ 82,999 $ 11,169 $ 54,132 $ 19,882 $168,182 
Ontario British Quebec Dominican Ontario, 
and Columbia Republic Quebec Quebec Namibia 
Norway and U.S.A. 
Nickel, {ron Copper, Ferronickal Industrial Gold Copper 
copper and and zine and minerals and 
cobalt copper precious metal 
metals castings 
The Americas, Japan, Canada The Americas, Canada Canada Europe 
Europe Canada and Europe Europe and U.S.A. 
and Asia and Australia and Asia 
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Integrated 
Nickel 
Operations 


(100%) 
(note 1) 


Unallocated 
corporate 


(106%) 
(note 1) 


$350,496 $ 5,443 $ 


192,906 
19,604 
12,430 
14,729 


6,095 
166 


239,669 
110,827 


(5,150) 
5,127 
6,289 


6,266 
104,561 


6,261 
(818) 


(2,575) 
13,560 


10,985 


(11,803) 
9,489 


(2,314) 
(2,001) 


(313) $ 


104,561 
47,189 


$ 57,372 $ 


$ 57,372 $ (313) $ 


$324,825 $ 
136,411 


$188,414 $ 


$161,548 $ 
3,546 
55,141 


$220,235 $ 
$ 67,165 
$167,678 


$ 23,902 
$ 64,946 $ 


Ontario 
and 
Norway 


Nickel, 
copper and 
cobalt 
Europe, 

A 


and Japan 


Wesfrob Corporation Falconbridge | 


Mining Falconbridge Dominicana, 
Division Copper C. por A. 
(100%) (50.2%) (65.74) 
(note 2) 
18,473 $171,428 $137,614 
15,673 93,897 104,214 | 
2 1,767 10,332 
226 ~=10,011 1,498 | 
455 3,062 7141 
15,306 
16,356 108,737 138,491 
ARITA 62,691 (877) 
(9,955) 13,651 
7,569 214 
(2,386) 13,865 
2117 65,077 (14,742) 
101 
2,117 65,178 (14,742) 
614 34,845 __ 6,198) 193) 
1,503 $ 30,333 _ $ $ (9,949) | 


$ 15,109 $ (2621) 


1,503 $ 15,152 $ (4,516) 


9,548 $142,138 $ 80,835 
3,027 35,155 28,691 


6,521 $106,983 $ 52,144 


2,922 $ 10,225 $ 78,290 


1,839 

880 17,036 35,340 

3,802 $ 27,261 $115,474 
$ 266 

$113,763 

$ 63,185 $ 14,984 
$ 6,510 
$ 6,461 

484 $ 9,306 $ 3,234 
$ 78,116 

British Quebec Dominican 

Columbia and Republic | 

Ontario 

tron Copper, Ferronickel 
and zine and 
copper precious 
metals 

U.S.A, Canada Europe, 

and Japan and Europe USA. 


and Japan 


Falconbridge Nickel Mines Limited 


The following segmented information 
is presented to provide a more 
complete appraisal of the preceding 
consolidated financial data. 


Europe 


Segmented Information (mousands of aot 4 


Oamites 
Mining 
Company 
(Proprietary) Consolidation Consolidated 
Limited Other adjustments total 
(74.9%) 
{note 2) 
1$ 13,590 $ 4,139 $ 6685 $712,952 
10,650 1,824 4,157 548,080 
2,258 947 (6,573) 49,604 
1,096 (547) 26,755 
1,113 422 113 32,808 
2,963 
Theis 3,193 (2,850) 660,210 
(1,527) 946 9,535 52,742 
(22) (1) 6,774 18,769 
2,758 37,964 
11,105 
(22) 2,757 6,774 67,838 
(1,505) (1,811) 2,/61 (15,096) 
23 (91) 3,770 
(1,505) (1,788) 2,670 (11,326) 
(600) 84 (501) 2,212 
$ (905) $ (1,872) $ 3,171 $ (13,538) 
$ (227) $ (26) $ (9,636) 
$ (598) $ (1,941) $ (3,902) 
$ 5206 $ 1,259 $(34,553) $601,160 
1,911 1,213 (29,993) 127,990 
$ 3,295 $ 46 $ (4,560) $473,170 
$ 2,964 $ 1,991 $ 284 $294,529 
47 1,082 (604) 7,302 
226 (7,558) 119,661 
$ 3,237 $ 3,073 $ (7,878) $421,492 
$ 41,040 $ 3676 $128,519 
$ 1,537 $ (27,835) $465,386 
$ 1,321 $ 7,056 $ 82,639 
$ 1,588 $ 4,919 
$ 10,359 
iS 429 $ 6444 $104,817 
$ 19,882 $168,182 
Namibia 
Copper 


Integrated Wesfrob Corporation — Falconbridg 
Nickel Unallocated Mining Falconbridge Dominica 
Operations corporate Division Copper C. por ), 
(100%) (100%) (100%) (50.2%) (65.7' i 
(note 1) (note 1) (note 
$350,496 $ 5.443 $ 18,473 $171,428 $137,61 | 
192,906 15,673 93,897 104214 
19,604 6,095 2 1,767 10,33; 
12,430 226 ~=10,011 1,490) 
14,729 166 455 3,062 7,14 
15,30}) 
239,669 6,261 16,356 108,737 138,49 
110,827 (818) 2,117 62,691 (87 
(5,150) = (2,575) (9,955) 13,65 
5127 13,560 7,569 214) 
6,289 1 
6,266 10,985 (2,386) 13,86! 
104,561 (11,803) 2,117 65,077 (14,7455 
9,489 101 q 
104,561 (2,314) 2.117 65,178 (14,74)F 
47,189 (2,001) 614 34,845 6.19} 
$) 57,372 $7 (313) $* .1,503"$ 30,38388$ (9,544) 
$ 15,109 $ (262} 
$ 57,372 $ (313)$ 1,503 $ 15,152 $ ual 
$324,825 $ 9548 $142,138 $ 80,8 if 
136,411 3027) 2735,1155 28,69] 
$188,414 $6,521 $106,983 $ 52,14) 
$161,548 $ 2922 $ 10,225 $ 78,291 
3,546 1,83! 
55,141 880 17,036  35,34{ 
$220,235 $ 3,802 $ 27,261 $115,47) 
$ 67,165 | $7266 
$167,678 $113,76) 
$ 63,185 $ 14,98) 
|! 
$ 6510 
$ 23,902 $ 6,461 i 
$ 64946 $ 484 $ 9,306 $ 3,23, 
$ 78,116 mt 
Ontario British Quebec Dominica) 
and Columbia and Republ'y 
Norway Ontario 1 
Nickel Iron Copper, Ferronicki 
copper and and zinc and 
cobalt copper precious 
metals : i; 
Europe, U.S.A. Canada E ope 
U.S.A. and Japan and Europe USA 
and Japan and Japé|, 


| 


SS ees 


| 
H 
f 
4 


1980 
Oamites 
I Mining 
% Company 
_ Indusmin (Proprietary) 
__ Limited Limited 
(89.0%) (74.9%) 
, 63,945 $ 20,003 
46536 14,121 
6830 2,387 
i 31 127 
3,016 1,194 
"56413 17,829 
M7532 '2,174 
1,332 (133) 


(133) 
2,307 


2,307 
920 


1,387 


4378 


and US.A. 


348 


909 $ 


8,295 $ 


3,917 $ 


20,443 $ 3,655 $ 
1273 65 
372 1,297. 


Consolidation 


Other adjustments 


(note 2) 


$ 3,913 $(13,500) 


1,560 (13,114) 
1,284 (8,187) 
(503) 
404 144 
3,248 (21,660) 
665 8,160 
(37) 4,513 
1,739 
1,702 4,513 
(1,037) 3,647 
23 (182) 
(1,014) 3,465 
69 1,409 
(1,083) $ 2,056 
(1,083) 


2,369 $ (46,657) 
3,844 


(1,475) $ (7,514) 


1,418 $ 
886 


482 
(404) 


(5,748) 


5,017 $ 2,304 $ (6,670) $390,511 


$ 54,605 $ (7,055) $115,620 
$ 8278 $ (9,913) $285,801 


1,548 $ 7,306 
801 $ 17 
268 
1,706 $ 7,988 
$126,257 
Ontario, a 
Quebec Namibia 
and U.S.A. ; 
? “Industrial Copper 
minerals and 
metal 
castings 
Canada Europe 


(39,143) 


Consolidated 
total 


$757,815 


455,793 
40,114 
23,820 


30,311 | 


15,306 
565,344 

192,471 
1,646 
28,284 
6,636 
36,566 
155,905 
9,588 
165,493 

80,100 


$ 85,393 > 
$ 13,971 


$ 71,422 


$548,325 
186,206 


$362,119 


$278,983 
7,205 
104,323 


$ 95,662 
$ 8,053 
$ 30,957 
$ 90,995 


$216,463 


Integrated 


Nickel Unallocated 
Operations corporate 
(100%) (100%) 
(note 1) (note 1) 


Wesfrob 
Mining 
Division 


(100%) 


Corporation 
Falconbridge 
Copper 


(50.2%) 


1979 


Falconbridge 
Dominicana, 


Indusmin 
Limited 


(63.0%) 


C. por A. 


(65.7%) 
(note 2) 


Statement 4 


Oamites 
Mining 
Company 


(Proprietary) 


Limited 


(74.9%) 


Other 


Consolidation Consolidated 
adjustments total 


(note 2) 


$348,973 $ 5937 $ 21,069 $204,818 $160,648 $ 56,038 $ 18,495 $ 3,807 $(30,367) $789,418 


208,589 
17,919 4,130 

5,613 
13,893 306 
246,014 4,436 
102,959 1,501 
1,571 786 
2,390 6,848 

3,640 
7,601 7,634 
95,358. (6,133) 
17,589 
95,358 11,456 
33,145 294 


$ 62,213 $ 11,162 $ 


$334,899 
106,718 


$228,181 


$153,413 
3,789 
52,705 


$209,907 


$ 40,059 
$171,994 


$ 20,849 
$ 37,008 


Ontario 


U.S.A. 
and Japan 


-$ 62,213 $ 11,162 $ 


12,829 100,665 
168 1,554 
315 3,973 
556 B27) 

13,868 111,463 

7,201 =: 93,355 
(4,201) 

586 3,593 
586 (608) 
6,615 93,963 
86 

6,615 94,049 
1,941 47,500 


4674 $ 46549 $ 9883 $ 
$ 23,186 $ 2,091 $ 


4597 $ 23,277 $ 4,508 $ 


2,966 42,933 


42 862 
1,700 2,920 


$ 25,059 


116,344 38859 
7,253 5,887 
1,486 30 
7,050 2,851 

132,133 47,627 

28,515 8,411 
13,155 1,011 
153 92 
354 

13,308 1,457 
15,207 6,954 
50 

15,207 7,004 
5,324 2,871 
4,133 

1,274 

2,714 


26,997), 12,650 


1,891 
36,843 


1,303 
403 


$ 4669 $ 6662 $121,134 $ 21,818 


$ 632 


$108,394 $ 6,557 


$ 54,537 $ 17,606 $ 7,829 


$ 3,906 
$ 3,876 
99 $ 10,489 


$ 65,097 


British Quebec 
Columbia and 
Ontario 


Iron Copper, 
and zine and 
copper precious 
metals 


Canada 
and Europe 


U.S.A. 
and Japan 


$ ©6725 
S826 


1,022 $ 7,124 


$ 12,896 


Ontario, 
Quebec 
and U.S.A. 


Dominican 
Republic 


Industrial 
minerals and 
metal 
castings 


Ferronickal 


Canada 
and U.S.A. 


Europe, 
U.S.A. 
and Japan 


$ 
$ 


$ 


$ 12,753 $128,127 $ 83,027 $ 23,717 $ 


$ 10,187 $ 85,194 $ 56,030 $ 11,067 $ 


$ 2927 $ 3,280 $ 82,400 $ 20,112 $ 


FAH FR 


12,222 1,279 
1,821 600 
105 
1,090 450 
15,238 2,329 
3,257 1,478 
(12) (71) 
635 
(12) 564 
3,269 914 
22 
3,269 936 
1,179 215 
2,090 $ 721 
525 $ (10) 
1,360 $ 730 
8,301 $ 1,838 
4841 393 
3,460 $ 1,445 
4,122 $ 1,276 
86 851 
424 
4632 $ 2,127 
$ 46,457 
Sees 
1,468 $ 7,384 
793 $ 186 
269 
772 $ 1,838 
$ 58,740 
Namibia 


Copper 


Europe 


(21,704) 469,083 
(5,196) 34,136 
(503) 11,019 
146 31,613 
(27,257) 545,851 
(3,110) 243,567 
2,035 14,274 
14,297 

(34) 3,960 
2,001 32,531 
(5,111) 211,036 
(158) 17,589 
(5,269) 228,625 
(1,471) 90,998 
$ (3,798) $137,627 
$ 27,066 
$110,561 


$ (56,296) $536,366 
(41,615) 


155,483 


$ (14,681) $380,883 


979 $268,509 
(446) 8,378 
(6,846) 87,748 


$ (6,313) $364,636 
$ (6,464) $105,743 


$287,170 
$ 88,824 


$ 5,610 
$ 25,320 
$ 58,352 


$136,733 


Falconbridge Nickel Mines Limited cs 


Notes to Statement of Segmented Information 


. Integrated Nickel Operations and Unallocated corporate 


included under the caption “Integrated Nickel Operations” are the accounts of the Company and all its wholly-owned subsidiaries engaged 
in the integrated operations of mining, milling, smelting, refining and marketing of metals mainly derived from Canadian ore. The Integrated 
Nickel's production operations are interdependent and are carried on in Canada (mainly mining and reducing ore to matte at Sudbury) and 
in Norway (matte refining). The Marketing Division is structured to serve worldwide markets and contracts the processing of material 
containing various metals, on a fee ‘basis (refined metals produced from these sources are either marketed on an agency basis or returned 
to the owner of the material). That portion of the Company's net corporate expenditures relating to the overall direction and management of 
other activities of the Falconbridge group of companies and income from investment in associated and other companies have been 
segregated under the caption “Unallocated corporate”. It is not practicable to segregate the Integrated Nickel Operations and the 
Company's corporate financial position items. 


The Integrated Nickel Operations’ and Company's corporate financial position at December 31, 1981 includes identifiable assets of 


$48,681,000 in Norway (1980 — $49,914,000; and 1979 — $38,536,000). 


. Consolidation adjustmenis 


Adjustments have been made on consolidation as follows: 

(a) Falconbridge Dominicana, C. por A. (Falcondo) 
The ferronickel produced by Falcondo is purchased and marketed by the Company. The earnings of Falcondo include profits on all 
ferronickel sold to the Company whereas consolidated earnings exclude the profits relating to inventories of ferronickel held by the 
Company at December 31, for subsequent resale to customers. 

(b) Fair value adjustments 
The difference between the interest in the book value of the net assets of certain consolidated subsidiaries and the carrying value of the 
investments are accounted for as explained in accounting policy A (ii) on page 24. The investment in consolidated subsidiaries is 


$12,203,000 less than the equity in net assets of these subsidiaries at December 31, 1981 ($12,284,000 at December 31, 1980) and this 


difference is included in the consolidated financial position as follows: 


1981 1980 
(000’s) (000's) 

Increase (decrease) 

Property, plant and equipment — 

Producing assets 
Plant and. eQuiprienty cu.) jhe vsleccarice aka: mlb ate Ree atari lagde aeieee ka AA Gna an ai ee a ear $25,560.) aon er oibac 
Accumulated depreciation: i. aie cee We ee I icc eater a To me ee ee 5,297 HAS 
Land ANd: POMEMISS oi ace ved Bi see chgmepcnavis ancrcile Or aR tap aN enictouh MeeinUPi a ta Uan nea ae eI Peer a a 5,891 6,100 
Accumulated 'GeEpletion a ii: svc. aaeiee dete! Geran a Eee Oe Ok ee ea a ec 6,495 6,505 
Development.and’ preprodtiction ExOencitures = sau, geeceacte. ciel ieee acento noma nian, eke en nner (12,427) (10,069) 
Accumulated amortization ess) tiie pc ean coe aera aay ole ya eee ae eee ae es a (4,870) (4,321) 
Non-producing: assets cies je ratid e Ren ear RE Ae Seana ee ad Deena eee eC ae a (4,951) (7,038) 
Investment in associated: andother compames 22), salen. Ue aN eh ayer gan) acer erie 714 50 
Other tide We ye hale Ce Re NRG so Pt ec (88) 374 
Excess of interest in net assets of subsidiaries over carrying value of investments.................- $ (12203) $ (12,284) 


The depreciation, depletion and amortization of the fair value adjustments included in the consolidated statement of earnings increased 
the 1981 depreciation and depletion expenses by a net $113,000 (1980 — $144,000; 1979 — $1,514,000) and decreased the 
amortization of development and preproduction expenditures by $547,000 in 1981 and by $503,000 in both 1980 and 1979. 

(c) Other adjustments have been made to eliminate inter-company transactions. 


. Interest in consolidated subsidiary companies’ undistributed earnings 


See note 10, page 35, of the notes to consolidated financial statements. 


. Working capital 


(a) Working capital includes the estimated realizable value of metal settlements receivable and concentrates in transit of $26,007,000 or 


our eye ioe accounts and metal settlements receivable, in respect of certain consolidated subsidiaries (1980 — $40,128,000, 
0). 


(b) See note 8 B (i) (c), page 35, of the notes to consolidated financial statements for particulars of funds held in trust in respect. 


of Falconbridge Dominicana, C. por A. 


. Property, plant and equipment 


See note 7, page 32, of the notes to consolidated financial statements. 


. Market value of Falconbridge’s shareholdings 


The market values shown are based on Canadian stock exchanges’ closing bid prices at year end. Because of the number of shares held 
by Falconbridge (representing control of the companies concerned), the amounts that could be realized if these securities were to be sold 


_ May be more or less than their indicated quoted market value. 
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7. Indusmin Limited 


_ The Company acauired an additional 21,300 common shares of Indusmin Limited in the latter part of 1981 thereby increasing its percentage 
i ownership from 69.02% to 70.84%. 


. Kiena Gold Mines Limited 
ce _ The company commenced commercial production in October, 1981. 


2 i nihough the Company and its subsidiary and significantly influenced companies basically constitute a one industry segment (mining 
i" f industry) the data contained on Statement 4, page 38, and these notes thereto, presenta more detailed review of the various group operations. 


nie The following table shows the consolidated sales revenues on a segmented and product basis by amount and approximate 


percentage: 
Year ended December 31, 
1981 1986 1979 
a Amount Amount Amount 
(000’s) % (000’s) % (000’s) % 
Integrated Nickel and corporate operations: 
ae INIGKGIRSR Maran ern he Ce Wee aed odo eta pce nus a cliengte $6 202/253 132 $ 206,719 27 $ 226,794 29 
4 CORDES ree ALONG DELL me tate te eet heal ha lag 53,469 i 62,385 8 44,352 6 
I (GIOLSVzl[t SS Sete dick SGU ba Bie ROIs Wms Oe Ne oy Deane ene CO 34,701 5 40,158 5 44,197 6 
GOLA OA eee tte eke EF GES ERS EARS OLR Oh eh eae ene 4,714 1 3,568 1 2,309 
SUM EMP o ectek dy aetna Ua ce) 6) ES Sy Po ib ig ae ee ? 3,106 1 2,396 953 
PISIINUITMEM ER aS te MEE ET MACE ther oct we Reba rear aimP areata hap et ves o. 7,857 1 8,025 1 8,163 | 
Rolaciumien rain hate Weihua vec Mata eer Oh tg 2,020 3,366 1 2,741 
ae OME LEVEDUCS HT Ee tials Banh ni Td kote eon eee ee aed) uber fd 33,863 5 29,322 4 25,401 3 
ae, r 371,983 52 355,939 47 354,910 45 
Other operations: 
Ferronickel..... Ee Re Eee ON MAT ed ae Giccdis, 4 155593 fo22 128,340 17 oe ane) he ale 
TiO eI ERs ee baad ROH Ee En bie ER Ee Cee ent ern 66,867 9 98,742 13 TAS, V0S2 FELS 
NNGh cle dics Samarons, Oro aL Rs Ge PS BDO OIG kU EEL Ieee ee eee 4,165 1 24,073 3 41,445 5 
il he enemane CMe acne a SUP e argh ass <p oR) cok Shes) Gh oe anchins niece) res 24,798 3 31,563 4 22,568 3 
SUN Sre ahh at he le al ah alictactey Hak ENGR, (Ae a ne aera? a0 SR Tesale | 41,487 ie 51354 6 
Industrial minerals 
INSDNEINEISVENIC Per aa sce iil cada hae ai Ge cicus wbtwigie bacdns 12,902 2 11,961 2 10,936 1 
SUNGES Wht Rae Se 6 Be Set Oe Ele Bei ar ar heer Pear ene 19,989 3 16,798 2 14,900 2 
§ PNOCOIREVOPVIENSIS. 3 4:0 nie AREA meth Bice rin GCE eat asia eee Rear a 6,846 | 7,056 1 5,227 1 
RESON CASUNIS IEE hutt hilt ea waka ke awa de bie 4 25,596 4 23,481 3 20,439 3 
Beerotiicr Mrictals-and Products 4)..).' Maat s Gaede vests. 16,900 2 18,375 3 18,529 2 
340,969 48 401,876 53 434,508 55 


$ 712,952 100 $ 757,815 100 $ 789,418 100 


. me a follows: 
Year ended December 31, 


1981 1980 1979 

Amount Amount Amount 
(000’s) % (000’s) % (O00’s) % 
baa otk A OC Pe 2 PSR oe 8 o Ee OR Oe aD oe eee Se BO24 74 $ 27,968 47 $ 30914 37 
Oo Eh MOR OWS HF eg Wh Aste 4h Es Prana ene ie Re Se ee O62 a her 29,997 51 49,417 59 
Reman oe Cad ehh VER OR ONT Oy hone tart Ag yal | ors 888 2 1,443 2 8 720i 


$ 43,294 100 $ 59,408 100 $ 84,060 100 
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Falconbridge Nickel Mines Limited 


(c) Consolidated sales revenues by geographical area were as follows: 


EUFODG cS al atin Wing a Vee MaRS be a ae edt ode ace ok teaten cos ene aoe ane 
US Abe tps SS INANE alt ia Uae e Sa a 
Othersinas See eee PPR Etch eek Grin eisaithe ig Ee 


*Total foreign 


Canada.) seve i Pea 2 tee TR oie An Ora ae tenn ie ena 


*World total 


*Includes sales by Canadian operations to 


foreign CUSLOMErS Of 4 «5209 5 4s ie ee aa a ae eee 


aim 6 la Mer le ple ie. Belay he her what). ah el, fei reiyr ei lwigais ive) ane) mol ver (ais elo ele Ci mn 


Amount 
(000’s) 


d $ 223,742 


243,504 
87,936 


555,182 
157,770 


$ 712,952 


$ 328,453 


Year ended December 31, 


1980 1979 
Amount Amount 
(000’s) % (000’s) % 
$ 197,639 26 Sr 2227 ie teaes 
282,266 37 249,076 32 
51,462 if 67,350 8 
5oilssovuano 539,138 68 
226,448 30 250,280 32 
$ 757,815 100 $ 789,418 100 
$ 335,877 $ 339,936 


(d) Sale of principal metals and products by the consolidated companies in the Falconbridge group were as follows: 


42 
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Year ended December 31, 


1981 1980 1979 
Consolidated Company Consolidated Company Consolidated Company 
total share* total share* total share* 
(000’s) (000’s) (000’s) (000’s) (000’s) (000’s) 
Integrated Nickel Operations: 
Nickel (pounds)! hit. guna a tee a ee 62,998 62,998 54,159 54,159 84,454 84,454 
Copper (pounds) soc. Gunes eee 56,458 56,458 53,686 53,686 42,460 42,460 
Gobalt: (pounds) sid se See een a 2,084 2,084 1,386 1,386 1,294 1,294 
Gold! (Guinces). IAA scrchmtat ai ee ee 9 9 5 5 6 6 
SIVEF (OUNCES) So ita. e aes eee 251 251 108 108 79 79 
Platinum) (ounces) ca Oak 4 eee 15 19 10 10 16 16 
Palladium: (OUNCES) ta ae coe et eienctae oe 18 18 14 14 20 20 
Other operations: 
Ferronickel (pounds of nickel). ........ 43,776 28,761 34,567 22,710 47,628 31,292 
Copper (pounds) cine Ee Gi ae Sebi 73,171 42,451 86,971 49,287 104,459 59,405 
lron concentrate (tons) ............... 549 549 677 677 638 638 
Zinc (pounds) 1.20 nage ess oon eee eae 7,591 3,811 50,984 25,594 91,710 46,038 
Gold: (OUNCES). ¥ 5. n6 Malpas aie aoe 50 28 44 22 48 24 
Silver (OUNCES) sha .bass sare ieee a eae 653 392 2,011 1,067 PASTAS 1,349 
Industrial minerals (tons) — 
Nepheline syenile. ih 6 cals. ait 439 305 429 296 430 297 
SNICE 019) Gah g Bepekcanl aval nae een 866 601 977 674 920 635 
Aggregales te kauaet kiaey tm ee ees 2,563 1,783 2,950 2,035 2,452 1,692 
Steel castings (tons) ..............00 5 iS 6 4 6 4 
Sales on an agency basis: 
Nickel(DOUMCS) 4.2 awed sen etstetar dik a neeetete 2,631 5,612 5,195 
Copper:(pounds).n Saad. eee aes 2,954 3,666 2,273 
Cobalt (Gouinds).Ac ica eee eee 188 391 208 


“Includes the subsidiary companies’ sales prorated on the basis of the Company's percentage ownership. 


Sales of metals by the companies in the Falconbridge group which are accounted for on an equity basis were as follows: 


Total 

(000’s) 

DIVE. (OUNCES): 2) othe eae Meter 1,167 
LEA (POROUS) 5 Laka Ath AG) een eal 2,243 
Goldttaunces heii aa 14ed he es oo ee 59 


1981 


Company 
share* 
(000’s) 


Total 
(000’s) 


1,672 
3,296 
38 


Year ended December 31, 


1980 1979 

Company Company 
share* Total share* 

(000’s) (000’s) (000's) 

807 2,496 1,204 

1,596 5,620 2,721 

7 75 14 


*Significantly influenced companies’ sales are prorated on the basis of the Company’s percentage ownership. 
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(f) The following table sets forth certain information respecting metal prices during the periods indicated. The pricing bases used therein 


are the most representative prices that the Falconbridge group received for its metal products and metals in concentrates: 


Prices at 


Pricing December 31 Falconbridge (6) average prices during 

Metal unit 1981 1981 1980 1979 
U.S. Dollars 

PRCTIIOG IGT RaMttd aah e on sible wok eae he pound $ 3.20(1) $ 3.09 $ 3.25 $ 231 
FEKFOMICKEl on cree ARE Reh ely ate tre dicen pound 3.18(1) 2.97 3.18 2.41 
ESOOMOU MOL My EEE PipaLn aan t Litvaats tite? a 8 pound 0.76(2) 0.78 0.94 0.93 
CSO ean CAR Crem E MUL MOR hed eg ounce 400.00(3) 428.02 611.03 367.61 
SIVERES ATOM NCTE renee ST MAW EAT soe th ounce 8.25(4) 8.92 16.00 16.64 
cals Maret ceo bs eget) tee ash dueiantsy S% ounce 379.00(5) 450.43 678.55 421.47 
PRES EME Maas CR erem hie amigos eyo: 8 pound 17.50(1) 14.00 24.36 29.12 
(1) Producer prices. , (4) Prices quoted by Handy and Harman, New York. 
(2) London Metal Exchange copper — higher grade contract price. (5) New York Dealer prices. 
(3) London gold fix. (6) Includes sales on an agency basis. 


The following table shows the relationships of revenues, earnings, working capital and property, plant and equipment of the 
consolidated companies in the Falconbridge group on a segmented basis (see Statement 4, page 38, for corresponding dollar 
amounts): 


Property, plant 
and equipment 


Revenues (i) Earnings (loss) (ii) Working capital (producing asseis) 

Year ended Year ended As at As at 

eon peecember OG) ho yl  Decemberst, | December 31, December 31, 

1981 1980 1979 1981 1980 1979 1981 1980 1979 1981 1980 1979 

% % % $ millions % % % % % % 

Integrated Nickel Operations .. 51 46 44 $31.1 $57.4 $ 62.2 66 52 60 a¥/ 56 58 
Unallocated corporate ......... 1 1 1 (Sop Ns (0.3) eyotad 

Corporation Falconbridge 

CODDCK RRS ae phates 11 23 26 Osea tod 23:3 22 29 22 6 7 2 
Falconbridge Dominicana, 

ADORE Nes Pers, vhionae accent, 20 18 20 (19.7) (4.5) 45 8 14 15 25 30 30 
Indusmin Limited ............... 10 8 1 20 24 aN 3 4 3 5 6 6 
Kiena Gold Mines Limited ..... 1 6 
Oamites Mining Company 

(Proprietary) Limited .......... 2 3 2 (0.6) 09 1.4 1 1 1 1 1 1 
Wesfrob Mining Division ....... 2 2 3 ea inet ee 46 1 2 3 | 1 1 
Other consolidated 

SUDSIGIANIES In awscemoakieievonar 1 1 1 COW GW 0.8 1 1 
Consolidation adjustments .... { (2) = (4) ae Ca ea aan) 
Consolidated total ............. 100 100 100 $ (3.9) $71.4 $110.6 100 100 100 100 100 100 


(i) The 1981 revenues include $72,774,000, 10% of the consolidated total (1980 — $144,984,000, 19%; 1979 — $191,748,000, 24%) 
from sales by Corporation Falconbridge Copper to a single customer. 


(ii) Earnings (loss) contributions are after consolidation adjustments, before extraordinary items. 


Additional segmented information is included in the ten-year review, page 45, and in the summary of 1981, 1980 and 1979 
consolidated results by quarters, page 46. 
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Falconbridge Nickel Mines Limited Statement 5 


Investment in Associated and Other Companies 


December 31,1981 _________ Market value (note 1) _—_—_—Carrying value (note 2) Contribution to 
hares of As at December 31, As at December 31, earnings (loss) for the year 
common Beneficial 1981 1980 1979 1981 1980 1979 1981 1980 1979 


stock interest % (000's) (000's) (000's) (000's) (000's)  (000's) (000's)  (000's) — (000's) 


Accounted for on an equity basis (notes 2 and 3): 
Akaitcho Yellowknife Gold Mines Limited ... 1,198,230 36.7. <8 827) $2,996: $1828 SI TBb Ash 1208 0 FS; 262 2S (22s 6 $88 


Giant Yellowknife Mines Limited ............ 824,413 19.2 8,244 21,023 14,839 3,726 3,770 3,445 161 1,150 1,492 
United Keno Hill Mines Limited (note 7) .... 1,195,989 48.4 20,631 52,026 48,288 9,789 16,997 15,910 (1,488) 3,718 10,035 
Total onan equity basis). 3... 29,702 76,045 65,056 13,701 20,975 19,617 (1,349) 4874 11,615 
Accounted for on a cost basis: 
Canadian Superior Oil Ltd. (note 4) ........ 57,358 17,465 
Mcintyre Mines Limited ..........:0ceeceeeeee 175,825 48 7,385 12,308 11,692 10,175 10,1750) 910,175 
The Superior Oil Company (notes 4 and 6). 2,033,965 1.6 88,905 95,922 10,779 62,332 62,332 3,118 370 341 49 
Thompson-Lundmark Gold Mines Limited . — 600,000 12.0 342 1,500 330 377 377 3/7 
Other companies (note 5) ..........c...0.e ee ol | 298 :F SN ESRO EP maneeae STOR LESTER BES 82 Oey hee 
$126,622 $186,304 $145,452 86,585 93,859 50,752 (979) 5,215 11,664 
Investments with no quoted market value — 
Western Platinum Limited (note 8) ........ 3,025,001 25.0 10,010 6,214 6,214 3,017 1,987 3,793 
Blanket Mine (Private) Limited ............ 9 208 100.0 1,708 1,637 1,189 
Other companies (note 5) ..............0. 370 369 371 24 749 943 


$96,965 $100,442 $57,337 $3,770 $9588 $17,589 


Notes: 1. The market values shown are based on Canadian and United States stock exchange closing bid prices at year end. Because of the number of shares involved 
the amounts that could be realized if these securities were to be sold may be more or less than their indicated quoted market value. 3 


2. The carrying value represents the cost of the investments less amounts written off, and also reflects the interest in earnings of certain significantly influenced 
companies on an equity basis (i.e. the investments are carried on the statement of financial position at cost plus proportionate share of undistributed earnings). 


. Interest in equity accounted for companies’ undistributed earnings — see note 10, page 35, of the notes to consolidated financial statements. 

. See note 2, page 30, of the notes to consolidated financial statements. 

. Representing investments, at various percentage ownerships, in a number of companies. 

. Stock split 5 for 1 in 1981. 

. The $1,488,000 loss recorded in 1981 excludes the extraordinary item referred to in note 2, page 30, of the notes to consolidated financial statements. 


. Shareholdings increased in 1981 under a commitment to subscribe, proportionately with other shareholders, to an issue of shares by Western Platinum Limited 
(to finance capital expenditures). 


OnNoon & wo 
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Pu ee 


Falconbridge Nickel Mines Limited 


Ten-Year Review wausites) 


REVENUES AND Reventios@ amar abumais unctin skeivanaee caves Be 
EARNINGS (LOSS) Earnings (loss) before extraordinary item......... 
($000's) REF COMMONISHAC Wate 8 seh chee eco 


ExtraG@rainanylemiat, fetae spas sapatieelve. a'aractk state 
Reiconmonsharesg: ic chai ontieaane anne 


EARNINGS (LOSS) Alminex Limited (note 7)........ 00.0000. c eae 
CONTRIBUTIONS — ‘Corporation Falconbridge Copper.............. 
after consolidation Falconbridge Dominicana, C. porA............. 
adjustments, before Giant Yellowknife Mines Limited. .............. 
extraordinary items Indusmin Limited (note 5).................... 
($000's) Integrated Nickel Operations...............00. 
Kiena Gold Mines Limited. ..............0.00. 

Oamites Mining Company (Proprietary) Limited... . 

United Keno Hill Mines Limited. ............... 

Wesfrob Mining Division...................5- 

Unallocated corporate (note 4)................ 


1981 


$ (3,902 


1980 


757,815 
71,422 
13.04 
37,700 
7.57 


15,152 
(4,516) 
1,150 
2,398 
57,372 


909 
3,718 
1,503 

(5,187) 

(1,077) 


71,422 


1979 


789,418 
110,561 
21.01 
20,000 
4.02 


23,277 
4,508 
1,492 
2,714 

62,213 


1,360 
10,035 
4,597 
(453) 
818 


110,561 


1978 


508,211 
5,818 
0.22 


7,498 
(6,596) 

613 
2,027 
6,558 


405 
1,825 
551 
(7,165) 
102 


5,818 


FINANCIAL H@talASSeIS ne ECT tes hee cece ietes ces heteegabe says 


COMBS (HO) seats sche aah See Asawa ha eae oe 
Earnings (loss) before extraordinary item......... 

POSITION Working capital — 
($000's) Integrated Nickel Operations (note 6)........ 


Falconbridge Dominicana, C. por A. (note 1). . . 

Corporation Falconbridge Copper.......... 

Gonsolidatedtotalee ah. knak skew ekes waren 
Property, plant, and equipment, net — 

Progucing a eene S$ Raut aueiatek ack vanwuee dat A 

INON-PFOGUCING afew sls crak, esi tetn ets eon abake 
Kang-tetin) debts ariel 5b ep. gcse Wicked oye aeelh B ap eee 


SHAREHOLDERS’ Shareholders’ equity (000’s).................. 
DATA Amount per common share..........0 0008 
Dividends paid per commonshare............. 
Number of common shares outstanding 
at end of year (note 2) (000’s).............. 
Number of common shareholders.............. 
Toronto Stock Exchange quotes, High.......... 
(TSE) LOW Gaaheratatcen tae 
Close tas aan 
Volume of shares traded on TSE (000's)......... 
Preference shares (000's).........-......0005 
Dividends paid per preference share............ 


EXPLORATION, ExplorationiRhen esp pst aotearoa erin ahaha 


RESEARCH AND Research and process development............ 
PROCESS 


DEVELOPMENT ($000's) 
CAPITAL Expenditures on property, plant, 
EXPENDITURES equipment, development and 
($000’s) preproduction — 
Integrated Nickel Operations (note 6)........ 
Falconbridge Dominicana, C. porA.......... 
Corporation Falconbridge Copper.......... 
Consolidated! total pia sas, eos tccde ss stalp Bee wie 
METAL SALES Integrated Nickel Operations — 
(000’s pounds) NIGKBIA oro etitake RAC att ator kind lavenaty otal 
GODDEN stone etn iet te Meee nee aac het lauane 


Falconbridge Nickel Mines Limited — 
Nickel in ferronickel (note 3)............... 
Corporation Falconbridge Copper — 


GOPPENS sateen eckeds Acton Ie ad ate plots kodrucho ee 
ZING HA aces RAG ote one eR IG Sete ies 
ORE RESERVES Falconbridge Nickel Mines Limited............. 
(000’s tons) Falconbridge Dominicana, C. porA............. 
Corporation Falconbridge Copper.............. 

Notes: 


312,540 

39,518 
103,703 
473,170 


421,492 
128,519 
465,386 


$ 489,648 
$ 98.08 
$ 1.50 


$ 37,964 
11,105 


$ 70,927 
89 

8,119 
104,817 


62,998 


79,161 
63,800 
5,654 


1,159,094 


188,414 

52,144 
106,983 
362,119 


390,511 
115,620 
285,801 


506,141 
101.36 
3.50 


5,025 
5,908 
161.00 
79.00 
102.50 
2,820 


2.158 


28,284 
6,636 


64,946 
3,234 
9,306 

90,995 


54,159 
53,686 


34,567 
69,172 


50,984 


78,649 
66,000 
6,725 


1,069,371 


228,181 
56,030 
85,194 

380,883 


364,636 
105,743 
287,170 


495,921 
84.40 
3.00 


5,025 
7,362 
91.75 
32.00 
91,50 
2,150 
75,000 
1.970 


14,297 
3,960 


37,008 

1,022 
10,489 
58,352 


84,454 
42,460 


47,628 
83,547 


91,710 


75,771 
68,700 
8,565 


. See note 8, page 33, of the notes to consolidated financial statements. 
. Includes 45,483 shares held by consolidated subsidiaries. 


868,525 


158,825 
44,578 
45,525 

254,784 


367,601 
88,913 
295,003 


386,201 
62.57 


5,024 
8,351 
36.25 
16.63 
32.50 
1,423 
75,000 
1.577 


7,662 
3,086 


30,429 
834 
8,543 
42,964 


71,341 
30,027 


43,477 
87,555 


85,337 


78,808 
68,500 
9,235 


1977-1976 ~—«1975 +1974 197381972 
381,684 483,480 409,888 443,508 426834 266,851 
(28,786) 14591 2,937 31,996 49533 5,240 
(614) 294 059 646 1000 1.06 
20,238 7,100 (49,456) 
4.08 143 9.98) 
3776 3424 2952 2922 2040 1,263 
2913 1637 198 3981 12295 3,058 
2,788 8834 5689 3309 9933 503 
368 | - (187) 5c 43). 450 1) trae 181 
1,251 2019 2821 1307 1,287 1,290 
(21,496) 4860 (5271) 17,779 19487 5,180 
(336) 128 739 1433 2406 205 
1168 = 841. «1,422 2.948 1,159 (350) 
(2.211) (337) (1,361) 539 —-2,753 (2,490) 
(16,217) (5,779) (4251) (2.887) (3,529) (3,732) 
(790) __(899) 42 ta setie bh PBa2 /. 132 
(28,786) 14591 2937 31,996 49.533 5,240 
889,781 737,176 750,394 754950 725129 645,681 
174339 85,509 101,731 139,959 117,994 72,487 
42,785 37,410 33,703 28941 36214 25,680 
32,696 24,409 20,768 18840 25,776 14,044 
255,592 155,131 167,017 198,263 188052 114,813 
304,768 255,217 283,611 282,803 303,767 330,965 
150356 167,654 143,178 137,504 105021 86,507 
291,394 223,715 255,121 274,616 288,493 301,921 
384,755 322,440 312,736 314,643 292,556 241,582 
6246 65.01 6311 6355 59.14 4895 
Goahe ws 100,159.00. v2.00 +. 4,00. ;) 1.00 
5,010 5009 5006 5001 5,001 — 5,000 
9,150 9788 10,732 11,205 11,104 12,254 
3975 45.00 3825 6975 8625 9987 
1650 2925 2425 23,00 57.00 50.50 
20.75 3650 24.25 2450 6250 65.00 
604 564 783 623 848 920 
75,000 
0.564 
9726 8325 7826 11,432 8895 6,768 
3844 3,769 4100 4,982 3304 2,546 
63,762 33,201 46307 39,432 24,589 43,563 
3096 1,623 2153 5467 2147 10,308 
7,720 10,775 8823 17117 12577 6,882 
81,701 50,252 62,706 67,444 42,975 _ 67,359 
32,047 80,176 61,524 89,464 99,408 89,665 
42677 34076 40,713 53,981 53,725 56,464 
43,394 59,781 50,270 73,828 67,644 
92,369 82,939 77,503 56,911 80,935 80,870 
89032 73.430 73,767 30,838 37,950 38,218 
80670 83405 89,099 90578 92,798 92,646 
70,000 72,500 63,700 66,000 68500 70,800 
8653 7,187 —«9,2384—11,004_—*11,287__—*11,724 


. Ferronickel sales to customers, see note 2, page 40, of the notes to statement of segmented information. 


. For comparative purposes the 1972 to 1975 figures have been restated to combine the contribution of Indusmin Limited and Fahralloy 
Canada Limited. In 1976, Fahramet Limited, a subsidiary of Indusmin Limited, acquired the operating assets of Fahralloy Canada Limited. 
. Includes both the Integrated Nickel Operations and Company's corporate operations, see note 1, page 40, of the notes to statement of 


segmented information. 
. Investment sold in 1977. 


1 
2 
& 
4. Before interest in earnings of equity accounted for companies. 
5 
6 
7 
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Falconbridge Nickel Mines Limited 


1981 
Three month period ended (note 4) 
March 31 June 30 Sept. 30 Dec. 31. Year 
Metal sales (pounds): oe 
Integrated Nickel Operations — aay: 

Nickel (ob Ogee SS BST BM Ma eR 17,254 19,873 15,271 10,600 62,998 "Sa 

Coppers dilea. (RP e DARE ya COR ee Dek ks On ee eae 11,349 16,967 14,331 13,811 56,458 ae 

Cobalt i. iin cilcc ieee epoch Ak anak Ob chain ae ee 361 292 497 934 2,084 

Corporation Falconbridge Copper — ey i 

COO oie le lale tase othe i Rod Guin ak eather late ein ee a 12,506 12,101 15,526 16,191 56/324 aa 

ZAC: 2 se RAE PR LE BEL PAA rh GSO os ae a 926 2,329 3,295 1,041 7,591 san 

Gold:and silver reventies ($'S))) 13: fdas wade e Sele eee $ S718 1S 4.450570. 657 e609 y ew eeceee 

Falconbridge Nickel Mines Limited (note 1) — 

FO@rrOnickell soi.4. oes eRe aah atch toee tt Sods Pee 11,373 12,974 10,708 8,721 i 
Inventories of finished nickel — all forms (pounds)............... 48,987 44,237 43,466 48,778 2 
Earnings: ‘ 

Reventi@siigaii e's is eee Ua Nee BAR aan a) eo ER ene Of A ate $184,077. °$.200,306 $182,213 °$ 146356 9S) 712952 0aaam 
Interest, investment and otherincome 4.5.4.2) .9 4 fra alee 9357 11,050 6,441 9,497 36,345 ; i 
193,434 211,356 188,654 155,853 749,297 
Costs other than the undermentioned...............00eeeeeeee 144,460 162,620 147,675 145,892 600,647 — e 
Depreciation, depletion, developmeni and preproduction.......... 13,485 VAte 14,419 17,544 59/563; ae 
Exploration, research and process development..............-.-. 10,431 11,960 11,612 15,066 49,069. _ 
Interest andidébt expenses .\.ciis css sdsie nities tatoi ales epel al oh a nteetiente ates 10,687 12755 11,814 16,088 51344 
Income: and Mining TAXES 2255.7 Hae iets Wide nee heed ate tein eee 5,460 3,511 5,723 (12,482) PAPA PAs 
Minority interest in earnings (losses) of subsidiaries............... 179 (1,397) (3,234) (5,184) (9,636) 
184,702 203,564 188,009 176,924 153199 ae 
Earnings (loss) for the period before extraordinary item............ 8,732 7,792 645 (21,071) (3,902) 
Extraordinary:itent (mote: S)) 8 oy ket betaine raat erat an eco On aan a (5,122) (5,122) 08 
Earnings: (loss)ifor the perlodiityiese Ue et ee ans onthe eas ete 8,732 7,792 645 (26,193) (9,024) oe 
Dividend requirement on preference shareS..............0.500e 
Earnings (loss) applicable to common shareS..............00005 $, WS TOoN Uy tke Octk eb 645 $ (26,193) $ (9,024) 
Earnings (loss) per common share: a ’ 

Before extraordinary item f: 2.440.444 De ad ce ete $ 1.75 $° 157 $ 0.13 $ (4.23) S. (0:78) 0m 

Extraordinary items aic/ iis 2b Aske aca ot ale aro ct Sa ne (1.03) (1.03) 

For the period’) < 225 iis ho 8 8 0A ee a ae Boreas Soe reer $ 1.75 Soar Se O13 $ (5.26) $+ (161) ae 
Earnings (loss) contributions: ’ 

Corporation Falconbridge Copper... situa ile va ee lee ele ietelele $ 596 $ AZ I1S (385) $ 13)445 266 a 
Falconbridge. Dominicana, C. por Ala e25%,Sehiik ie eylah rate Uin ghd leet (490) (3,176) (6,270) (9,751) (19,687) 
Giant Yellowknife Mines Limited 0.66.6. c eee bee ence eet 256 (41) 30 (84) 161 ae 
lngusmin Limited es a5 00 1 bea be ihre tec oc ee ee (64) 666 711 724 2,037 ° ae 
Kiena Gold Mines Limited <2 225 3 CMe it nun gel ee eeu eee alee 100 160 (254) Cie 
Oamites Mining Company (Proprietary) Limited................0. (195) (196) 209 (411) (593) ae 
United Keno Hill Mires Limited 32am aus 1c. o) et meena ras (296) (869) 356 (679) (1,488) 
Other. controlled companicsrss Ss ash Suikun ieee te ae (17) (251) (382) (1,313) (1;963)7) 95 

Lie Pee Ua ROE ETL ESL RO CREE ite mone rne it decimal | (210) (3,725) (5,571) (11,755) (21,261) -. 

Wesfrob Mining Division y 2i4 7200 DARA Ge oe te) sa aaa 123 (782) 427 (857) (1,089): a 
Unallocated corporate, net (notes 2 and 7)... 0... ... eee eee e ee (2,548) (1,119) (3,400) (5,544) (12,611) 
integrated Nickel Operations, net of allocated corporate costs (note 7) 11,367 13,418 9,189 (2,915) 31,059 ae 
Earnings (loss) for the period before extraordinary item............ 8,732 7,792 645 (21,071) (3,902) > ae 
Extraordinary item (note. 8)08 Pee ae ae Cae ee tae (5,122) S22;em 
Earhings:(loss) tor the: petiod 4!) 14 ain eo elie a eina mete pane eae 8,732 7,792 645 (26,193) (9,024) — 
Dividend requirement on preference shareS...........000ee000. z age 
Earnings (loss) applicable to common shareS.............000e0. $: 8732) aa Oo aa 645 $ (26,193) $ (9,024) — 
EE ACU ae End 2 Ne SUB 
Notes: ; 


— 


. See note 2 (a), page 40, of the notes to statement of segmented information. 


Unallocated corporate shown on Statement 4, page 38, for 1981, is after reflecting the interest in earnings/losses, before extraordinary item, of significantly influenced 5 
companies, which are accounted for on the equity basis (Giant Yellowknife Mines Limited, earnings — $161,000; United Keno Hill Mines Limited, loss — $1,488,000 and 
Akaitcho Yellowknife Gold Mines Limited, included above with “other controlled companies”, loss — $22,000). 1G ay. 


fo — 


A rr Kove a ee 30, aes Ries to consolidated financial statements. ae 
- Metal Markets deteriorated throughout the year with metal prices trending downward during the four quarters and nick ropping signifi in the last ha 
the year. Unit production costs were significantly higher than in 1980. E 7 a pekinese 
. ay ci fe 
cae 
46 Pe 


a 
B 
“sg 
a 

% ‘ 3 1980 

4 = Three month period ended (note 5) 

_ _March 31 June 30 Dec. 31 Year 
q 

me. 19,807 10,369 13,610 54,159 

14,560 13,644 13,416 53,686 

403 346 275 1,386 

Mm 19310 18,366 15,432 69,172 

mee 19,257 15,371 4,004 50,984 

es 17,556 16,890 $ 13949 $ 67,426 

4 - 12,943 9,966 8,072 34,567 

a 29,990 42,377 45,833 45,833 

-  $ 240,017 $ 183,163 $ 178363 $ 757,815 

ie 13,071 11,418 11,932 47,054 

253,088 194,581 190,295 804,869 

142,044 120,382 135,133 511,213 

13,371 13,804 13,0385 54131 

6,134 9.112 10,575 34,920 

10,837 9.516 39,112 

17,159 11,183 80,100 

4,461 952 13,971 

219,073 175,755 “480,394 733,447 

~~ 34,015 18,826 9,901 71,422 

37,700 37,700 

me) 71,715 18,826 9,901 109,122 

Pr. 1,695 1,716 1,600 6,475 

$70,020 17,110 $ 8301 $ 102,647 

me & 649 «$ 3.44 BueqBe ors 43.04 

Me 7.57 7.57 

$ 14.06 $ 3.44 $ 1.66 $ 20.61 

4,824 3,670 $ 3092 $ 15,152 

2.908 813 (4,232) (4,516) 

895 613 (291) 1,150 

555 817 704 2.398 

942 143 (450) 909 

659 967 281 3,718 

| 163 92 (914) (1,077) 

10,946 7,115 (1,810) 17,734 

a 164 499 1,503 

(1,642) (1,119) (5,187) 

13,189 12,331 57,372 

EF. 18,826 9,901 71,422 

#5 87,700 37,700 

ier 3,715 18,826 9,901 109,122 

me 1,695 1,716 1,600 6,475 

$ 70,020 17,110 $ 8301 $ 102,647 


March 31 


26,371 
9,728 
375 


21,272 
22,336 
$ 82347 


10,590 
33,121 


$ 172,019 
5,510 


DAR SES) 
120,771 


160,427 


17,102 
4,129 


21,231 
1,385 


$ 19,846 


$ 3.16 
0.83 


$3.99 


$ 4,115 
(988) 

90 

160 


492 
492 
101 
4,462 
672 

73 
11,895 
17,102 
4,129 
21,231 
1,385 
$ 19,846 


June 30 


29,068 
8,635 
367 


21,630 
26,009 
$ 10,926 


10,908 
24,576 


$ 198,179 
7,723 


205,902 
130,109 


179,445 


26,457 
8,499 


34,956 
1,402 


$ 33,554 


$ 5.03 
1.70 


$ 6.73 


$ 3,760 
(990) 
300 
813 


217 
1,607 
260 


5,967 
if 


(845) 
20,758 
26,457 

8,499 


34,956 
1,402 


$ 33,554 


1979 


Three month period ended (note 6) 


Sept. 30 


13,567 
8,905 
213 


18,387 
23,430 
$ 14634 


10,762 
23,421 


$ 173,020 
10,829 


183,849 


159,926 


23,923 
2,401 


26,324 
1,464 


$ 24860 


$ 451 
0.49 


$ 5.00 


$ 4,585 
1,665 

363 

963 


224 
2,372 
392 
10,564 
1,153 
835 
11,371 
23,923 
2,401 
26,324 
1,464 


$ 24,860 


Dec. 31 


15,448 
15,192 
339 


22,258 
19,935 
$ 36,451 


15,368 
27,217 


$ 246,200 
15,342 


261,542 


142,659 
10,664 
5,910 
9,770 
35,729 
13,731 
218,463 
43,079 
4,971 
48,050 
1,660 

$ 46,390 


$ 831 
1.00 


$ 9.31 


$ 10,817 
4821 
739 

778 


427 
5,564 
65 
23,211 
2,195 
(516) 
18,189 
43,079 
4971 
48,050 
1,660 


$ 46,390 


Year 


84,454 
42,460 
1,294 


83,547 
91,710 
$ 70,358 


47,628 
27,217 


$ 789,418 
39,404 
828,822 
503,219 
42 632 
18,257 
36,089 
90,988 
27,066 


718,261 
110,561 
20,000 
130,561 
5,911 

$ 124,650 


$ 21.01 
4.02 


$ 25.03 


$ 23,277 
4,508 
1,492 
2,714 


1,360 
10,035 
818 
44,204 
4,597 
(453) 
62,213 
110,561 
20,000 
130,561 
5,911 


$ 124,650 


¢ ie downturn in the last half of the year mainly reflected higher unit production costs and a decrease in the volume of nickel sold. OF pet 
an 6 Escalating metal prices throughout 1979 are reflected in the quarterly results. Most of the excess refined nickel inventory was sold in the first six months of 1979. Sales 
___ were lower in the third and fourth quarters and in better balance with production. 
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Impact of inflation — financial reporting and changing prices (unaudited) a 


In the absence of definitive Canadian recommendations and as in 1980, Falconbridge is presenting inflation adjusted and current cost q 
information generally in accordance with the guidelines of the United States Financial Accounting Standards (FAS) 33 and 39. This disclosure ie 
will provide a general indication of the effects of inflation on Falconbridge and will facilitate comparisons with other companies. Interpretations _ 
accompany the adjusted amounts and further discussion is provided in “Management's discussion and analysis of financial condition and 
results of operations”, page 60. 7 wR 
Certain caveats must be considered-when reviewing the supplementary data. The current cost amounts are based on judgments by BS | 
management involving choices of methods within the guidelines of FAS 33. As such the estimates and judgments may differfromthose chosen = 
by other companies and may not represent the actual costs that would be incurred if the related assets were to be, or could be, replaced. The 
general inflation and current cost restatement only includes the effects of inflation on inventories, fixed assets and net monetary items. Income } at 


comparisons of the adjusted costs of property, plant and equipment, development and preproduction expenditures were made witha — q 
prediction of the current worth of the net amount of cash expected to be recoverable from the use or sale of these assets because such a ie i 
comparison would involve the use of highly subjective estimates and forecasts. The disclosure of current cost amounts does not necessarily 
indicate Falconbridge’s intention to replace existing assets. ; 
is 
; 


The following supplementary data is intended to reflect the effects of inflation on Falconbridge’s business. Generally, the most significant impact 

of inflation is on inventories and fixed assets. The earnings statement items which are affected by cost changes in inventories and fixed assets __ 
are cost of sales and depreciation, depletion and amortization. It is therefore these items which have been adjusted. Two inflation measurement —_ 
concepts are employed — constant dollars (general inflation) and current costs. In addition, because the value of monetary assets and liabilities 
decrease during inflationary periods this effect is reported as a change in purchasing power of net monetary items held.  - 


ee 
1. 1981 earnings (loss) adjusted for changing prices 4 
(a) Earnings (loss) for the year before extraordinary item adjusted for the effects of general inflation (constant dollars) ie 
The purchasing power of the dollar varies with inflation and as a result reporting dollars of varying purchasing power does not yield " : 
comparative results. The constant dollar method restates historical data in terms of a single unit of measure. To arrive ata constant unit of = 
measure, dollars are made comparable by allowing for the effects of general inflation as measured by the Canadian Consumer Price — 
Index, base 1971 = 100 (CPI). The CPI is a measure of changing price levels for selected goods and services which are intended to be ~ 
representative of all economic transactions. As such, adjusting for general inflation does not necessarily indicate the effect of specific 
price changes on Falconbridge’s business. 4 
Depreciation, depletion and amortization and cost of sales calculations are made by reference to fixed asset and inventory values ; .) 
derived by applying the appropriate indexing factors. The resulting amounts represent an approximation of charges to income had the i ia 
related expenditures been made in 1981 dollars. , 


Integrated Nickel 


and corporate Other Consolidated 
operations operations n) 
(000’s) ~ (000’s) 

Earnings (lass)'as ‘reported 0% 2 ho he ee ie eee eee $ 17,099 $ (21,001) $ , 
Adjustments to restate historical costs for the effect of general mt 
inflation (average 1981 dollars) ie | 
Cost of sales (increase) iid dic Pi vel Be cad Pee betes he hee ee (1,926) (7,294) (9,220) 
Depreciation, depletion and amortization (increase). ................ (40,598) (27,979) (68,577) ee 
Earnings (loss) adjusted for general inflation. ...........0c0cceeueee $ (25,425) $ (56,274) $ (81,699) ah | 


{ 
4 
é Va 
at 
i 


Adjusting for general inflation increases the consolidated loss to $81,699,000. Depreciation, depletion and amortization increases relate 
to assets of $1,122,971,000 in average 1981 dollars compared to $550,01 1,000 in historical dollars. Cost of sales are increased by 
$9,220,000 which reflects the increased value assigned to inventories sold under the constant dollar method. The Integrated Nickel 
Operations’ cost of sales are not greatly affected because under historical accounting, the last-in, first-out (LIFO) method of charging — be 
inventory to cost of sales is used. Under the LIFO method, the latest production costs which are charged to historical costearningsare 
substantially the same as calculated under the constant dollar method. ae 


i] 
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(b) Earnings (loss) for the year before extraordinary item adjusted to reflect current costs 

The concept of current costs reflects cost increases by considering specific price changes in inventories and fixed assets. Current costs 
are defined as the cost of purchasing goods or the resources required to produce the goods concerned in the case of inventories, and 
as the cost of acquiring the same service potential in the case of fixed assets. Service potential is measured by reference to physical 
output capacity and unit operating costs. The current cost amounts of depreciation, depletion and amortization and cost of sales 
represent the charges to income based on the estimated current costs of the related assets. 

The adjustment to cost of sales on a current cost basis represents the additional cost of replacing inventories at the date of sale 
compared with the historical costs. The adjustment for depreciation, depletion and amortization represents the difference between the 
current cost of assets consumed in the year and the charges recorded in the historical cost financial statements. 


Integrated Nickel 


and corporate Other Consolidated 

operations operations total 

(000’s) (000’s) (000’s) 

EAGnMGe NOSSIaeDOned arg tk ea Ua heh Pee ek ae kyak Seale bob $ 17,099 $ (21,001) $ = (3,902) 
Adjustments to restate historical costs to current costs 

WUE SASSMClOOse) A aca ee tak kites Otieae ae Pa be hick eg bee (446) (373) (819) 

Depreciation, depletion and amortization (increase) kat eth coat ye raat (37,595) (48,961) (86,556) 

Earnings (loss) adjusted for changes in costS........ 0.00 cee eee eee $ (20,942) $ (70,335) $ (91,277) 


The consolidated loss of $3,902,000 adjusted to reflect current costs increases to $91,277,000. The Integrated Nickel Operations’ cost 
of sales are not significantly affected because of the use of the LIFO method as described in part 1(a), page 48. The other operations’ 
cost of sales do not increase significantly on a current cost basis because the historical cost amounts include the write-down of 
ferronickel inventory to net realizable value. 

Depreciation, depletion and amortization charges are higher under the current cost method than under the constant dollar method 
because the CPI has not increased as much as the current cost of the related assets. The depreciation, depletion and amortization 
adjustments reflect the significant increased cost of the related assets as noted in part 3, page 50. 


i £2. Purchasing power gain on net monetary items during 1981 


Gains or losses from the decline in the purchasing power of net monetary items reflect the declining value of the dollar by recognizing 
changes in purchasing power during inflationary periods. Monetary assets include cash and receivables and monetary liabilities include 
current liabilities and long-term debt. 


Integrated Nickel 


and corporate Other Consolidated 
operations operations total 
(000’s) (000’s) (000’s) 
Gain from decline in purchasing power of net amounts owed 
ENGI Donn bole STV MES FG ASTD & aD ae DASA oer Ae Oe ae $ °° 17,566 $ 38 $ 17,604 


During 1981, Falconbridge held more monetary liabilities than monetary assets and consequently recorded a purchasing power gain of 
«$17, 604,000. This gain is not included in historical or adjusted earnings reported under part 1, page 48. 
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3. 


Current cost amounts of inventories (metals and supplies) and property, plant and equipment, development and preproduction 
expenditures at December 31, 1981 

Current cost amounts of inventories and property, plant and equipment, development and preproduction expenditures represent the 
current costs of assets owned. To arrive at current cost of inventories, the most recent production costs were used for metals inventories and 
replacement cost for supplies inventories. Estimates of current costs to construct or purchase, costs per unit of production or indices 
published by governmental and private organizations were used to arrive at the current cost of property, plant and equipment, development 
and preproduction expenditures and depreciation, depletion and amortization. 


Integrated Nickel 


and corporate Other Consolidated 
operations operations total 
(000’s) (000’s) (000’s) 
Inventories — 
Metals 
Historic: COst s:2 2 asl hey is SLRS OR er A ce $ 78,636* $ 54,169* $ 132,805 
Current Gost 0h 26 G8 RO LAS Lk SBS RS eae a $ 138,987* $  54,371* $ 193,358 


Adjusted for ferronickel held by the Company for resale as agent for its subsidiary, Falconbridge Dominicana, C. por A. 


Supplies 
Historie costs 236 fee 8 5 BU IE Onn a ae oma ee a $ 19,904 Gun cot 02 $ 51,006 


Gurrent Gost 72 2s Wi As ati rs ea eg $ 22568 $ 34183 $ 56,751. 


Historic-eosts 2362 rg bd EC eg $ 450,817 $ 333,856 $ 784,673 
Accumulated depreciation and depletion. ..............0...00..0005, 246,228 201,925 448,153 

__Net book values. 00000 Ga fe Ua etal denen eae achat God en aaa se $ 204,589 $ 131,931 $ 336,520 
Current costs) asin cic eels CARO aoe i a are eae oe ee $1,069,911 $1,127,188 $2,197,099 
Accumulated depreciation and depletion... ........ 0.0 c ee eee sees 636,756 658,810 1,295,566 
Net book valueisa, soe 2ae asa Wiley win cn cg ate rie ee $ 433,155 _$ 468,378 $ 901,533 

Development and preproduction expenditures, net — 

Historic-cost 3s mud Pa a ee AE ie $ 119,722 $ 93,769 $ 213,491 
Current Cost i. iS 5 5G ee ee eal ney aaa ee Poe ee $ 196,042 $ 256,240 $ 452,282 


The current cost of the Integrated Nickel Operations’ metals inventories are $138,987,000 or $60,351,000 higher than historic cost. As noted 
previously, under the LIFO method, latest production costs are charged to earnings, resulting in older, lower costs remaining in historical 
cost metals inventories. The inventories of the other operations do not change substantially because ferronickel inventory has been written 
down to net realizable value, in the historical cost financial statements, which is also used as the current cost of inventory. Supplies 
inventories increased by only $5,745,000 to $56,751,000 on a current cost basis, since they turn over frequently during the year. Current 
costs of property, plant and equipment are $565,013,000 higher than historical costs, and current costs of development and preproduction 
expenditures are $238,791 ,000 higher than historical costs. The current costs of the other operations are proportionately higher than those 
of the Integrated Nickel Operations’, largely due to the age of assets and their geographical location. 
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4. Increases in current cost amounts of inventories (metals and supplies) and property, plant and equipment, development and 
preproduction expenditures during 1981 
Increases in current costs are reported to indicate specific price changes during the current year and the effects of these specific price 
changes are compared to the general rate of inflation. 


Integrated Nickel 


cr and corporate Other Consolidated 
operations operations total 
(000’s) (000’s) (000’s) 
Inventories — 
Grease IDICLITCIN COSI irr PER em iomae ak tha le eS $ 17,431 $ 6,245 $ 23,676 
Effect of increase in general price level...............0....0000 00008, 17,667 10,310 27,977 
Excess of increase in general price level over increase in current costs... . $ 236 $ 4,065 $ 4301 
Property, plant and equipment, development and preproduction 
expenditures, net — 
IMICTEASE UM CUMEMRCO Slee n ian. tc eyain antec mituhs Cactomorniicagh semi e T i hi $ 103,862 $ 102,701 $ 206,563 
Effect of increase in general price level.......... 0... eee 68,156 O24 ie 150,410 
‘z Excess of increase in current costs over increase in the general price level . $ 35,706 $ 20,447 Sig aac) o}e ia Fe) 


Although current costs of inventories increased during the year, the percentage increase in cost was less than the increase in the general 
price level. The general price level increase applied to inventories results in a year-to-year increase of $27,977,000, but based on specific 
current costs, the 1981 cost increases were only $23,676,000. The year-to-year increase in the current cost of property, plant and 
equipment, development and preproduction expenditures exceeded the increase in the general price level by $56,153,000. 
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5. 


Five-year comparison of selected supplementary financial data adjusted for the effects of changing prices in average 1981 dollars 
The following data is a summary of selected financial information presented in average 1981 dollars and consequently it may differ from 
information reported elsewhere. Previous year information has been adjusted by the CPI to make it comparable to current year data. 


Year ended December 31, 1981 1980 1979 1978 1977 
; (000’s) (000’s) (000’s) (000’s) (000’s) 
Revenuieget 2 Cha) ea ee hh eR ee ee aD $ (712,952) \$ 852\812'1 1$.978:515. $) 687,477 9 poe oeconn, 
Historical cost information adjusted for general inflation — ‘ 
Earnings (loss) for the year before extraordinary item.... (81,699) 18,497 
Earnings (loss) for the year before extraordinary item, Data 
per common share (ies eo eee tole a cree ina (16.41) 225 
Net assets at yearend): ich dee hay get gaanuta aaseebane 1,101,068 1,193,742 
Current Cost information — not 
Loss for the year before extraordinary item........... (91,277) (15,488) 
Loss for the year before extraordinary item, 
On COMMON Share wey Wave Wt peace Sikes Neer eae men ena a ee (18.33) (4.57) readily 
Excess of increase in current costs over increase in 
the'general price level. via ee PUL nh tee ee 51,852 41,195 
Net-assets/at year endesyA2 sate hehe neha ee Geen ee 1,293,181 1,348,742 available 
Gain from decline in purchasing power of net 
AMOuUNts GWEC ye RE Le Soe See Ch erie a cee 17,604 8,576 
Dividends per common share s.2:), 6m Bart ae fo ee wees 150 3.94 B11 0.73 
Market price per common share at yearend........... 70.38 109.87 109.74 42.67 29.61 
Average Canadian Consumer Price Index, base : 
POTTS TOOG Saree eek, ct REA en ie 237.0 210.6 191.2 WA 160.8 


Comparative historical cost data: 


Revenues (eo 7s. TEVA Le La dd ee Cie ee eee $742,952) 3S) (57 B15" 1h 78941 eoe peated $ 381,684 
Earnings (loss) for the year before 

extraordinary item 7s ee eo Bead eeu led (3,902) 71,422 110,561 5,818 (28,786) 
Earnings (loss) for the year before 

extraordinary item, per common share.............. (0.78) 13.04 21.01 0.22 (6.14) 
Net assets at year endit ts b.fie cscke poate tee: 489,648 506,141 420,921 311,201 309,755 
Dividends per common:-share! see c a cm bere ee kee he 1.50 3.50 3.00 0.50 
Market price per common share at yearend........... 74.00 102.50 91.50 32.50 20.75 
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6. Supplementary quantity and price information 


Integrated Wesfrob Corporation Falconbridge Oamites Kiena New Quebec 
Nickel Mining Falconbridge Dominicana, Indusmin Mining Company Gold Mines Raglan Mines 
Operations Division Copper C. por A. Limited (Proprietary) Limited Limited Limited 
Any (% ownership) (100%) (100%) (50.2%) (65.7%) (70.8%) (74.9%) (68.3%) (68.6%) 
Proven and probable ore reserves at the end of 
the year (note) — 
TONS (OOO'S)i sete tireck i ahs atic tate thats. oiehece 79,161 3,047 5,654** 63,800 2,027 5,812 12,037 
Grades (principal metals/products only): 
INIGKEIQO)E te Si ee nce ol ve darth adh Aaniettar ets bed 1.49 1.64 3.11 
Goppey Go) steer gee ee ee chlgtane 2 tipo? 0.93 0.31 ie tals 0.79 
ZACH OO) id Side ausittk tol B ap ale aborcs'G lel verity aists hes oe 
[eta ah ane SB oR ce NE ha WR art VaR, fh es eT me 48.48 
Goldi(oumce' penton). PAG aay Abin cabon. 6 lens 9 0.18 
Nepheline syenite (000’s tons) ................. 20,000 
SiicaOOOs tone wit ante usaOwe & sloyuk dion hte 28,000 
Aggregates (000's tons)... . 2... ..... eee ee eee 110,000 
Ore milled (000’s tons)..................... 3,042 1,112 1,436 1,762 530 112 
Principal metals/products produced (000’s): 
Nickel (pounds) witht apelin ele ante ne Racers Seg ke 62,728" 41,933 
Conpen(POWNIS) heared tol depos lt a ie sce habe 55,754* 6,206 56,324 10,644 
CahattOounGs) sete sce folasik.d Gta aa ated 1,372* 
FIRGNDOUNGS ia malehe So asetes adit ie dh aveaals widaiale 7,591 
lromconcentratesi(tons)hiiad Lego. 40k. aeles 606 
GoldvGunoes\e is end be oieelk Gs ea heoe eade 2 36 15 
SIVEG(OUNDES) i tyadr rate od Beet he hd aeabon 89 434 216 3 
Nepheline syenite (tons)... 0.2... 000... eee eee 437 
SHIGANLONS) 2 oars ene aond datirdcioe garded dace h 939 
AGGIE GAICSALONS) Sardis s stark cape don Aeienead Stak 2,838 
rise ls ayia (Colas a a ese sts Oe eee cane hk pret eneeaR Re 147 


Average selling prices: 
See note 9(f) of the notes to the statement of segmented information, page 43. 


*Metals in matte produced from Sudbury ores. 


**Includes 2,277,000 tons of ore with average grades of 3.08% copper, 2.02% zinc, and 0.029 ounce of gold per ton; and 3,377,000 tons grading 1.78% copper and 
0.026 ounce of gold per ton. 


1980: 
Proven and probable ore reserves at the end of 
the year (note) — 
MONS, (OO0'S) re. thor hee in te ets to Ges otras 78,649 7,150 6425" 66,000 1,927 2,500 16,050 
Grades (principal metals/products only): 
INICKEINCO)Este op RARE eerste eco alae 1.50 1.64 2.58 
COMPS OOP aes irteckes & Modell (eit Strid Manabe aie 0.78 0.31 1.07 0.71 
PaO, pee, op eee AON ORE ed, Aen enit Ee Se i 
ARO IAV (0) ead. geetstodts as > Ae eR cavern G Mictete eal ot diel eats 48.73 
Gold Ounce ErION) s&s. a dts cep el va seegde Ble an or: 0.23 
Nepheline syenite (00's tons)..............005 18,000 
SHIGA (OOS TONS) rit tecrt thal Pe bece a mets bidet 29,000 
Aggregates (000’s tons). ........ 0.2.0.0. eee 113,000 
Ore milled (000’s tons)..................... 3,262 1,098 1,894 1,918 628 


i 


Principal metals/products produced (000’s): 


Nickel (GOURGS) Sonate oo as foci base aretha ate 66,495* 36,046 
COPE POUNGS) nL ere Polls Maton dee dhabe it te §3,339* 4,904 69,172 12,892 
Cobaltitoalindsy tm satannss eae manera Relies eta ns 1,394* 
WAC DOMMES) ch eke Eee Ra) Berane: 50,984 
EACH (DOUMAS) ey ates Met Aa had acl char autem ah a obge a's 4,059 
Iron: SONCeNtateS (TONS) wit wasnt hala tell Get Site nn 677 4 
OL OUNICES) Mati od eduin a sieeriice stow Ro We tedung a 2 44 
SHVETNGUREES) Nem ean nia cot ait Mat ncn ie crohns 71 1,782 229 
Nepheline syenite (tons). ..... 0.0.0... 0 cc ee eee 430 
SHICAMONS) te ete aut ieat Ree Tata shades aepan tee 875 
WACCTEGAIESHIONS) he Wy elee Alain dos Pegepenen G Heh cbeak ee 2,437 
FRallelSerste (elite) tececoace A ayhveehek acts ere Bare ue 171 
Average selling prices: 
See note 9(f) of the notes to the statement of segmented information, page 43. 


*Metals in matte produced from Sudbury ores. 
**Includes 2,970,000 tons of ore with average grades of 2.98% copper and 2.05% zinc; and 3,755,000 tons grading 1.71% copper and 0.027 ounce of gold per ton. 


Note: 


_ Proven reserves — The estimated quantities of commercially recoverable reserves that, on the basis of geological, geophysical, and engineering data, can be demonstrated with a 
____ reasonably high degree of certainty to be recoverable in the future from known mineral deposits by either primary or improved recovery methods. 


Probable reserves — The estimated quantities of commercially recoverable reserves that are less well defined than proven reserves and that may be estimated or indicated to exist 
on the basis of geological, geophysical, and engineering data. 
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Falconbridge Nickel Mines Limited Financial Review a 


RETURN ON INVESTMENT 


|, D RET 


$200 


$150 


18% 


$100 -— 
12% 


$50 


ur 8 79 80 SToERn RST TR OANTNONT PETER REN arene ETT 
EARNINGS (LOSS) 


@ CONSOLIDATED* 
@ INTEGRATED NICKEL OPERATIONS 


MILLIONS MILLIONS MILLIONS 
OF OF OF 
DOLLARS DOLLARS DOLLARS 


EARNINGS (LOSS) CONTRIBUTIONS 


@ CORPORATION FALCONBRIDGE COPPER 
© UNITED KENOHILL MINES LIMITED* 
@ FALCONBRIDGE DOMINICANA, C. POR A. 


CONSOLIDATED REVENUES 


Balint WAuEE 


20 


10 


-20 ti et se arn EES 
1977 78 79 1977 78 79 1977 78 79 80 81 
CONSOLIDATED METAL SALES METAL SALES PRICES METAL SALES PRICES 
@ COPPER @ REFINED NICKEL @ GOLD 
@ NICKEL @ FERRONICKEL @ COBALT 
@ COPPER @ SILVER 
MILLIONS US$ US $PER 


150 


100 


50 


1977 78 79 


PER 
POUND 


600 ie 


-OUNCE (GOLD AND SILVER) 
-POUND (COBALT) 


* Before extraordinary item 
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CONSOLIDATED REVENUES 
BY GEOGRAPHICAL AREA 
100% 


@ Canada @uSA. @ Europe @ Other 


40% 
30% Eres 
20% 


10% 


1979 


1980 1981 ' 


In 1981 Falconbridge’s sales continued to 
increase in the emerging industrial markets of 
South America, Asia and India. These areas 
are rapidly becoming major consumers of 
metal products and represent a significant 
opportunity for future market expansion. Par- 
ticipation in the mature markets of Europe, 
Canada and the U.S. remained generally 
consistent with prior years’ performances. 


CONSOLIDATED SOURCES AND APPLICATIONS 


OF WORKING CAPITAL (FUNDS)* 


SOURCES $835.2 


APPLICATIONS 
$705.3 


Ferronickel 
16.1% 


Dividends 3.6% 
1979 


“Adjusted for changes in inventories of metals 
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SOURCES $957.4 


APPLICATIONS 
$914.3 


APPLICATIONS 
SOURCES $830.8 $833.7 


Ferronickel 
154% 


Dividends 3.4% 


mae rent ations Ts Se 


The accompanying charts indicate the relative 
importance of the revenue sources and the 
contribution to Canadian and foreign business, 
labour and government. 

Sources of funds exceeded applications by 
$123,700,000 in 1981. However, sources 
include additional group borrowings of 
$197,600,000 of which $171,400,000 was bor- 
rowed by the Company. In 1980, adjusted 
applications of funds exceeded sources by 
$83,500,000 and in 1979, sources exceeded 
adjusted applications by $129,900,000. 

Sources of funds in 1981 were $126,600,000 
higher than in 1980, reflecting the proceeds of 
additional borrowings, partially offset by lower 
revenues from product sales. Sources in 1980 
of $830,800,000 were slightly less than sources 
of $835,200,000 in 1979. 

Changes in the composition of sources of 
funds reflect the volatility of metal prices, 
variations in the demand for nickel, different 
production levels and changes in the Can- 
adian/U.S. dollar exchange rate. In 1981, 
copper, cobalt, zinc and precious metals 
accounted for a lesser percentage of funds 
because of generally lower metals prices, the 
termination of operations at the Sturgeon Lake 
Joint Venture and production lost to strikes. 

In 1980, decreased sources from nickel 
and zinc revenues, compared with 1979, 
were substantially offset by increased funds 
from other sources. 

Funds applied in 1981 were $833,700,000 
compared to $914,300,000 in 1980. The 
decrease is attributable to the redemption of 
the Company's preference shares in 1980, 
lower application of funds to government agen- 
cies and reduced dividends to shareholders, 
partially offset by greater amounts applied to 
suppliers in 1981. The decrease in funds 
applied to government agencies in 1981 
reflects the adverse results reported by most 
operations which resulted in lower income and 
mining taxes. The Company's dividends to its 
shareholders were cut back to $1.50 per share 
in 1981 from $3.50 in 1980 and $3.00 in 1979, 
representing only 1.3% of funds applied in 
1981. 

In 1981, almost 50% of consolidated funds 
applied were to salaries and wages in Canada 
and to Canadian suppliers. In 1980 and 1979, 
the respective percentages were 38% and 
42%. 


Management’s Discussion and Analysis 
of Financial Condition and Results of Operations 


Analysis of Financial Condition: 

Liquidity 

The short-term liquidity position of Falconbridge 
remained very strong during 1981. Liquidity, as indicated 
by working capital, amounted to $473,170,000 at December 
31, 1981, an increase of $111,051,000 from the previous 
year. This increase reflects the additional net borrowings 
of $179,639,000 during 1981. 

The change in the composition of working capital dur- 
ing 1981 reflected increased liquidity as the proportion of 
working capital in cash and temporary investments 
increased while the amounts in inventories declined. Cash 
and temporary investments increased during 1981 by 
$47,283,000 to total $290,363,000 at December 31, 1981, 
which includes $197,760,000 held by the Integrated Nickel 
Operations and $84,260,000 held by Corporation Falcon- 
bridge Copper. The remaining amount of cash and tempo- 
rary investments is held by other consolidated subsidiar- 
ies. 

The 1981 expenditures on property, plant and equip- 
ment, and development and preproduction of $104,817,000 
were financed internally through funds generated from 
operations of $49,968,000, with the balance provided 
by working capital and borrowings. This contrasts with 
1980 and 1979 when funds generated from operations 
exceeded expenditures on property, plant and equipment, 
and development and preproduction by $76,996,000 in 
1980 and $149,982,000 in 1979. The decrease in funds 
generated from operations in 1981 result mainly from 
lower average metal selling prices and increased produc- 
tion costs. 

In late 1981 the Company borrowed the U.S. dollar 
equivalent of Cdn. $171,403,000 from a chartered bank. 
This was arranged through an existing line of credit and 
the addition of a five-year U.S. $40,000,000 fixed rate loan 
and a seven-year U.S. $45,000,000 floating rate loan. These 
borrowings will be used for necessary capital expenditures 
in the Sudbury area, expected further financial support 
for Falconbridge Dominicana, C. por A. (Falcondo), a 65.7% 
owned subsidiary, and other corporate funding purposes. 
The Company’s bank loans are due December 31, 1986 
(U.S. $165,000,000) and December 31, 1988 (U.S. 
$45,000,000). The mining industry is subject to cyclical 
markets — the Company believes it is prudent to borrow 
funds during economic downturns to ensure that suffi- 
cient funds are available for operations and capital expen- 
ditures. During the ensuing up cycle, it is expected that 
the cash flow generated from operations will be sufficient 
to retire this debt. 

The Company and the other sponsor have been 
required, since July, 1980, in accordance with the terms of 
the financing agreements, to provide funds totalling U.S. 
$39,188,000 (1981 — U.S. $24,965,000; 1980 — U.S. 


$14,223,000) to Falcondo to meet its cash deficiencies. The 
Company provides 60% of the requirement. It is antici- 
pated that this cash deficiency will continue in 1982, and 
that additional advances will be required. On January 11, 
1982 Falcondo announced that it was temporarily suspend- 
ing production operations to minimize supplementary 
financing from the project sponsors. 

Kiena Gold Mines Limited (Kiena), a 68.3% owned 
subsidiary of the Company, financed its 1981 property, 
plant and equipment and development and preproduction 
expenditures of $15,121,000 from the proceeds of a 
$25,000,000 revolving term bank credit. Kiena commenced 
commercial production on October 1, 1981. Expenditures 
in 1982 are expected to be financed through internal 
generation of funds and the balance of the existing revolvy- 
ing term bank credit. 

Long-term liquidity in 1981, as reflected by the ratio of 
the percentage of debt in the capital structure, has declined 
from 1980. The percentage of debt in the capital structure 
was 50% at December 31, 1981 compared with 38% in the 
previous year. This decline is a result of the additional 
debt assumed in 1981. 


Capital Resources 

No new common or preference shares were issued during 
1981. In 1980 the authorized capital of the Company was 
increased by the creation of 17,998,000 common shares 
without par value and $175,000,000 in preference shares. 
No new common or preference shares were issued during 
1980. In 1980 the $75,000,000 Variable Rate Cumulative 
Redeemable Preference Shares were redeemed and can- 
celled. 

At December 31, 1981 shareholders’ equity and long- 
term debt totalled $973,684,000, an increase of $163,324,000 
over 1980. Shareholders’ equity and long-term debt totalled 
$810,360,000 at the end of 1980 and $797,513,000 at the end 
of 1979. 

The debt/equity ratio at December 31, 1981, and for the 
two previous years, was 50:50, 38:62, and 38:62, respective- 
ly. 
fe is anticipated that property, plant and equipment and 
development and preproduction expenditures for the next 
few years will be financed through internal generation of 
funds and existing working capital. 

See notes 8, 9 and 15, pages 33, 35 and 36, respectively, of 
the notes to the consolidated financial statements in respect 
of capitalization, borrowing arrangements and liabilities. 


Analysis of Results of Operations: 


The following paragraphs set forth a discussion of certain 
factors reflected in the consolidated statement of earnings 
for the three years ended December 31, 1981. 
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A consolidated loss, before extraordinary item, for the 
year 1981 amounted to $3,902,000 or 78 cents per share 
compared with earnings of $71,422,000 or $13.04 per share 
in 1980 and the record $110,561,000 or $21.01 per share 
earned in 1979. The Company’s interest, $5,122,000, in the 
write-off of United Keno Hill Mines Limited’s Venus 
Mine Project costs increased the 1981 loss to $9,024,000 or 
$1.81 per share. The acceptance of a public offer by The 
Superior Oil Company to purchase all the capital stock of 
Canadian Superior Oil Ltd. increased the Company’s 
consolidated earnings for 1980 by $37,700,000 to 
$109,122,000 or $20.61 per common share. In 1979 an 
extraordinary credit of $20,000,000, reflecting the reduc- 
tion of deferred income taxes resulting from the carry- 
forward of prior years’ losses, increased consolidated earn- 
ings to $130,561,000 or $25.03 per share. 

The main reasons for the change to a consolidated loss, 
before extraordinary item, for 1981, compared with earn- 


Earnings (loss) contributions: 
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Giant Yellowknife Mines Limited 
Indusmin Limited 


Oamites Mining Company (Proprietary) Limited................ 


United Keno Hill Mines Limited 
Other controlled companies 


Total 
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Write off of Venus Mine project costs 
Disposal of Canadian Superior shares 
Deferred income tax credits 
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ings in 1980 were lower U.S. dollar metal selling prices, 
which were modified by a more favourable average U.S. 
currency exchange rate, higher operating costs, increased 
exploration and research and process development expen- 
ditures, higher interest expense and lower interest income. 
Metal production in certain operations was lower because 
of strikes and the closure of a joint venture. These 
unfavourable factors were partially offset by the favour- 
able impact of a higher volume of nickel sales. The princi- 
pal reasons for the decrease in consolidated earnings, 
before extraordinary item, for 1980, compared with 1979's 
record high earnings were higher unit production costs 
and a decrease in the volume of nickel sales. In 1980 the 
average realized prices for most metals were higher than 
in 1979. 

The following table compares the various 1981, 1980 and 
1979 contributions to consolidated earnings (loss) and 
shows relative sales statistics: 


1981 1980 1979 
(000’s) (000’s) (000’s) 
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PUR T ETOP OD (1,963) (1,077) 818 
PO UNREL ELA RD (21,261) 17,734 44,204 
2) SEB BW EG Re (1,089) 1,503 4597 
PELE RES ES (12.611) (5,187) (453) 
Pept yt. 31,059 57.372 62.213 
LU te ORE aeR (3,902) 71,422 110,561 
OHMS th ih (5,122) 
ri, el aan 37,700 
Howe Hae LC 20,000 
mTey ire: 17s $ (9,024) $109,122 $130,561 
Bette) at): 62,998 54,159 84,454 
i} De es ee 56,458 53,686 42.460 
VL ieee here ee 2.084 1,386 1,294 
SF ios Pn PN 56,324 69,172 83,547 
beak oudeeep Pees 7,591 50,984 91.710 
Pi oR EBS $ 22348 $ 67,426 $ 70,358 
Lact) ap eees 43,776 34,567 47,628 
FZolte eens $ 3.09 $ A325 SOD 
Pee Be aes: $ 0.79 $ 0.99 $ 0.89 
LURDE LER $ 13.93 $ 24.97 $ 2912 


| 
f 
f 


Corporation Falconbridge Copper’s $14,886,000 lower 1981 
contribution to consolidated earnings, compared with 1980, 
mainly results from lower production because of the 
closure of its Sturgeon Lake Joint Venture in December 
1980 and one month long strikes, in 1981, at both operat- 
ing divisions, lower metal prices and higher exploration 
expenditures. The $8,125,00 lower 1980 contribution, com- 
pared with 1979, reflects lower copper and zinc produc- 
tion, because of lower grades, and increased costs. 

Falconbridge Dominicana, C. por A.’s (Falcondo) 
$15,171,000 higher loss in 1981, compared with 1980, princi- 
pally results from a higher unit production cost, a lower 
average net selling price for ferronickel, the write-down of 
inventory to estimated realizable value, and interest 
expense on additional borrowings. In 1982 Falcondo tem- 
porarily shut down its production operations, see note 17 
of the notes to consolidated financial statements, page 37. 
The $9,024,000 unfavourable change to a loss in 1980, 
compared with earnings in 1979, reflects a lower ferro- 
nickel sales volume, higher unit production costs and the 
expensing of ongoing costs ($15,306,000) incurred during 
the five month shut down of production operations in 
1980; partially offset by the impact of a higher average net 
selling price for ferronickel. / 

Giant Yellowknife Mines Limited’s $989,000 lower 1981 
contribution, compared with 1980, is mainly attributable 
to a lower average price received for the gold produced, 
$524 per ounce in 1981 compared with $730 per ounce in 
1980, and increased costs. The $342,000 lower 1980 contri- 
bution, compared with 1979, mainly results from lower 
production, because of a 34 month strike by employees. 
Partially offsetting the impact of the strike were an increase 
in the price of gold produced, $730 per ounce compared 
with $412 per ounce in 1979, and a favourable adjustment 
to the 1979 estimated bullion settlements receivable. 

Indusmin Limited’s $361,000 lower 1981 contribution, 
compared with 1980, mainly reflects higher operating 
costs in its Aggregates and Castings Divisions and higher 
interest expenses. The $316,000 lower 1980 contribution, 
compared with 1979, generally reflects the impact of a 
recession on the demand for Indusmin’s products. 

Kiena Gold Mines Limited’s 1981 contribution to 
consolidated earnings represents production from initial 
extraction in the mine stoping areas. 

Oamites Mining Company (Proprietary) Limited’s 
$1,502,000 unfavourable change to loss in 1981, compared 
with earnings in 1980, generally results from lower produc- 
tion and decreased metal selling prices. The $451,000 
decrease in 1980 contribution, compared with 1979, mainly 
results from increased production costs. 

United Keno Hill Mines Limited’s $5,206,000 un- 
favourable change, before its Venus Mine project costs 
write off (see note 2 of the notes to consolidated financial 
statements, page 30), to a loss in 1981 compared with 


earnings in 1980 results from lost production because of a 
strike which began in September 1980 and was settled in 
May 1981 and a considerably lower average silver price in 
1981 ($9.99 compared with $17.91 per ounce) and 
increased labour costs. The $6,317,000 lower 1980 contribu- 
tion, compared with 1979, mainly reflects lower production 
because of the strike which continued from September 
through year-end. 


The $886,000 increased loss in 1981, compared with 
1980, by other controlled companies mainly reflects 
increased exploration expenditures in the U.S. by a 
wholly-owned subsidiary. The $1,895,000 unfavourable 
change to a loss in 1980, compared with earnings in 1979, 
generally results from the lower earnings of a small U.S. 
oil and gas subsidiary and increased exploration expendi- 
tures in the U.S. by another small U.S. subsidiary. 


Falconbridge Nickel Mines Limited’s Wesfrob Mining 
Division’s $2,592,000 unfavourable change to a loss in 1981 
compared with earnings in 1980 mainly reflects a lower 
average selling price for copper and precious metals, 
increased operating costs and accelerated depreciation 
charges. The $3,094,000 lower 1980 earnings, compared 
with 1979, mainly results from increased costs. 


Unallocated corporate expenditures, net, are $7,424,000 
higher in 1981, compared with 1980, mainly because of 
lower interest income (the unfavourable impact of lower 
cash balances being modified by higher rates), increased 
interest expense (because of higher rates), greater expendi- 
tures on exploration and increased administrative expen- 
ditures. The 1980 unallocated corporate expenditures were 
$4,734,000 higher than those in 1979 because of increased 
exploration and administrative expenditures, partially 
offset by higher interest income. 


The Integrated Nickel Operations’ earnings of 
$31,059,000 in 1981 compared with $57,372,000 in 1980. 
The decrease of $26,313,00 reflects lower average metal 
selling prices, modified by a more favourable U.S. dollar 
exchange rate, higher production costs, increased mine 
operating development and depreciation, and higher allo- 
cated corporate expenditures, reflecting increased research 
and process development expenditures, larger interest 
expenses, lower interest income and greater administra- 
tive costs. These unfavourable factors were partially offset 
by the impact of increased nickel, copper and cobalt sales 
volumes. Earnings of $57,372,000 in 1980 compared with 
$62,213,000 in 1979. The decrease of $4,841,000 generally 
results from a 36 per cent decrease in the volume of nickel 
sales and increased costs, the unfavourable impact of 
which was partially offset by a 41 per cent higher average 
nickel selling price and a 26 per cent increase in the 
volume of copper sold. 

See pages 38 to 43 for certain segmented data. Further 
discussion and analysis of the results of operations of the 
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Company and its operating subsidiaries is also contained 
throughout the annual report. 


Impact of Inflation: 

As a result of significant and continued inflation, tradi- 
tional historical cost financial statements do not fully 
reflect the cumulative effects of increasing costs and 
changes in the purchasing power of the dollar. The extent 
to which Falconbridge has been affected by inflation is 
indicated on pages 48 to 53, “Impact of inflation — financial 
reporting and changing prices”. 

Falconbridge’s 1981 consolidated loss of $3,902,000, 
before extraordinary item, adjusted for general inflation is 
increased to an estimated loss of $81,699,000. Adjusting the 
reported loss to reflect current costs results in an estimated 
loss of $91,277,000. The large variances from historical 
results reflected by the use of these inflation measurement 
techniques, neither of which 1s conclusively correct, indi- 
cate the significant impact of inflation. 

Depreciation, depletion and amortization of $59,563,000 
for property, plant and equipment, development and 
preproduction expenditures reported in the historical cost 
financial statements compares to $146,119,000 based on the 
current cost of the related assets. This indicates that the 
$59,563,000 reported in the historical cost financial state- 
ments does not adequately reflect the current cost of assets 
consumed in the production process. The $803,804,000 
higher cost of property, plant and equipment, develop- 
ment and preproduction expenditures (from the historical 
cost of $550,011,000 to $1,353,815,000 adjusted for current 
costs) indicates that large capital outlays are required to 
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bring new mines and plants into production and that 
increased product prices are required to yield an accept- 
able rate of return on the current cost of these assets. 
Because the prices of Falconbridge’s products are set in 
international markets, they do not necessarily reflect the 
effect of inflation on its various cost components. Conse- 
quently, Falconbridge cannot offset the effects of inflation 
by increasing prices as costs rise. However, ore reserves 
are a significant hedge against inflation as is increased 
productivity through the development of improved pro- 
cesses and methods. Recognizing that inflation affects all 
business activity, appropriate allowances are made in 
Falconbridge’s planning and financial forecasting. 
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1112 West Pender Street, 
Vancouver, B.C. V6E 2S1 


62 


Among Wholly-Owned 
Operations 


Falconbridge Nikkelverk 
Aktieselskap 

Kristiansand S., Norway 

G. Lous — Chairman of the Board 
E. Wigstol — Managing Director 


Wesfrob Mining Division 

Tasu, Queen Charlotte Islands, B.C. 
J. C. Cowan — President 

C. L. Stafford — Vice-President and 
General Manager 


Canadian Nickel Division 
Falconbridge, Ontario POM 1S0 
A. G. Slade — President 

G. B. Reed — General Manager, 
Sudbury Operations 


Sudbury Operations 

Mines — Falconbridge, East, 
Lockerby, Onaping, North, Fraser, 
Strathcona 


Concentrators — Falconbridge, 
Strathcona 


Smelter — Falconbridge 


Marketing Subsidiaries 


Falconbridge International Limited 
Gibbons Building, Queen Street, 
Hamilton 5-31, Bermuda 
Telephone: (809) 292-4700 

Telex: 290-3479 

Rapifax: 809-292-5441 


Falconbridge Europe S.A. 

150 Chaussée de La Hulpe — Bte. 15, 
B-1170 Brussels, 

Belgium 

Telephone: (02) 673-99-50 

Telex: (046) 23280 
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Seven Parkway Center, Suite 450, 
Pittsburgh, Pennsylvania 15220, 
Wi Ga/Ne 

Telephone: (412) 922-0100 
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Rapifax: 412-922-5515 


Falconbridge Canada 

P.O. Box 40, Commerce Court West, 
Toronto, Ontario, Canada M5L 1B4 
Telephone: (416) 863-7000 

Telex: 065-24211 

Rapifax: 364-8986 


Products 

Products of Falconbridge Nickel 
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